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  Abstract	  The	  aim	  of	  my	  thesis	  is	  to	  examine	  the	  crisis	  in	  Spain	  and	  to	  consider	  whether	  an	  unhealthy	  political	  environment	  and	  the	  existence	  of	  an	  extractive	  political	  class	  can	   explain	   the	   crisis,	   or	   whether	   the	   situation	   in	   the	   country	   should	   be	  understood	  merely	   as	   a	   temporary	   economic	   crisis.	   To	   do	   so	   I	   investigate	   and	  discuss	   the	   causes	   to	   the	   crisis	   and	   test	   the	   assumptions	   and	   propositions	   in	  César	   Molinas’	   theory	   of	   the	   political	   class	   in	   Spain.	   Molinas	   argues	   that	   the	  Spanish	  politicians	  do	  not	  have	  any	  comprehensive	  and	  long-­‐term	  plan	  on	  how	  to	  escape	  the	  crisis	  due	  to	  their	  rent-­‐seeking	  and	  extractive	  behaviour,	  and	  their	  desire	  to	  keep	  the	  (for	  them)	  beneficial	  system	  and	  the	  political	  structures	  intact.	  	  In	   the	  analysis	   I	   consider	   the	   reform	  agendas	  and	  policy	  measures	   adopted	  by	  the	  governments	  in	  charge	  since	  the	  outbreak	  of	  the	  crisis	  and	  discuss	  how	  these	  initiatives	   correspond	   with	   the	   hypotheses	   and	   assumptions	   of	   the	   theory	   of	  Molinas.	  While	  issues	  of	  political	  character	  such	  as	  corruption,	  the	  functioning	  of	  the	  political	  decentralized	  system,	  public	  administration	  and	  bureaucracy	  can	  be	  identified,	   the	   comprehensive	   and	   long-­‐term	   reforms	   carried	   out	   during	   the	  crisis	  suggests	  that	  Molinas	  theory	  of	  the	  political	  class	  in	  Spain	  does	  not	  provide	  a	  valid	  or	  convincing	  explanation	  for	  the	  crisis	  in	  Spain.	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1.	  Introduction	  While	  many	  EU	  member	  states	  still	  seem	  to	  be	  struggling	  with	  problems	  and	  repercussions	  from	  the	  financial	  crisis	  that	  hit	  about	  six	  years	  ago,	  some	  countries	  appear	  to	  have	  been	  hit	  harder	  the	  others.	  Spain	  belongs	  to	  this	  group	  and	  is	  still	  seems	  to	  be	  looking	  for	  the	  right	  recipe	  to	  handle	  a	  crisis	  that	  could	  have	  deep	  roots	  and	  may	  not	  only	  encompass	  economic	  problems	  but	  also	  political,	  structural	  and	  social	  issues.	  High	  unemployment	  rates,	  increasing	  public	  debt,	  social	  protests,	  evictions	  and	  emigration	  illustrate	  the	  severity	  of	  the	  problems.	  	  After	  more	  than	  30	  years	  under	  the	  authoritative	  rule	  of	  Franco,	  in	  1975	  Spain	  found	  itself	  politically	  and	  economically	  way	  behind	  most	  other	  European	  countries	  on	  almost	  all	  accounts.	  Transition	  towards	  democracy	  was	  initiated	  in	  the	  late	  70’s	  and	  the	  struggle	  for	  European	  integration	  began	  and	  culminated	  when	  the	  country	  became	  member	  of	  the	  European	  Union	  in	  1986.	  After	  this	  followed	  a	  process	  of	  determinant	  convergence	  seeking	  and	  surprisingly	  to	  many	  observers	  Spain	  managed	  to	  live	  up	  to	  the	  criteria	  to	  join	  the	  European	  Monetary	  Union	  (EMU).	  During	  the	  years,	  integration	  into	  Europe	  and	  enhanced	  trade	  with	  other	  European	  countries	  resulted	  in	  impressive	  economic	  growth	  and	  development	  figures	  not	  seen	  in	  many	  other	  countries.	  	  Although	  Spain	  was	  regarded	  as	  an	  example	  to	  follow	  for	  other	  countries	  in	  the	  EU,	  in	  terms	  of	  complying	  with	  EU	  economic	  guidelines,	  it	  became	  apparent	  after	  the	  initial	  stage	  of	  the	  crisis	  that	  structural	  imbalances	  persisted	  in	  the	  country.	  Since	  then	  and	  with	  the	  collapse	  of	  the	  construction	  business	  and	  the	  savings	  bank	  sector,	  problems	  have	  seemed	  to	  stack	  up.	  	  Naturally,	  given	  the	  critical	  nature	  of	  the	  situation	  in	  country,	  where	  decisions	  and	  actions	  will	  determine	  the	  future	  of	  the	  country,	  commentators,	  scholars	  and	  politicians	  have	  come	  up	  with	  reasons	  and	  means	  to	  explain	  how	  Spain	  ended	  up	  as	  it	  did	  and	  with	  recommendations	  on	  how	  the	  challenges	  should	  be	  addressed.	  This	  has	  also	  given	  way	  to	  very	  different	  views	  on	  the	  severity	  of	  the	  crisis,	  the	  outcomes	  of	  reforms	  and	  the	  future	  prospects	  for	  the	  country.	  While	  some	  commentators	  take	  a	  positive	  stand,	  focusing	  on	  growing	  export	  and	  the	  fact	  that	  Spain	  has	  finally	  moved	  out	  of	  recession	  in	  the	  third	  quarter	  of	  2013,	  others	  claim	  that	  the	  policies	  adopted	  by	  the	  governments	  before	  and	  during	  the	  crisis	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have	  been	  wrong,	  insufficient	  or	  inadequate.	  Another,	  even	  more	  sceptical	  opinion,	  concerns	  the	  politicians	  and	  the	  entire	  political	  class	  which	  by	  some	  observers	  is	  seen	  not	  only	  as	  incapable	  of	  taking	  the	  necessary	  decisions	  to	  intervene	  but	  also	  are	  perceived	  to	  be	  unwilling	  to	  do	  so	  because	  of	  the	  prospects	  of	  losing	  benefits	  and	  influence.	  This	  theory,	  proposed	  by	  César	  Molinas	  describes	  the	  political	  class	  as	  an	  “extractive	  elite”,	  which	  is	  regarded	  as	  the	  underlying	  problem	  and	  reason	  for	  the	  crisis	  facing	  the	  country.	  Moreover	  this	  critique	  and	  theory	  goes	  further	  to	  insinuate	  an	  essential	  problem	  of	  political/institutional	  character	  in	  the	  country.	  Hence,	  the	  principal	  idea	  and	  proposition	  of	  this	  view	  concerns	  lack	  policy	  response	  from	  the	  politicians	  and	  that	  they	  do	  not	  have	  a	  contingent	  strategy	  or	  long-­‐term	  reform	  program	  that	  could	  assist	  Spain	  in	  overcoming	  the	  crisis.	  Also	  the	  impact	  of	  the	  EU	  has	  been	  discussed	  with	  regards	  to	  explaining	  the	  crisis	  in	  Spain	  where	  membership	  implications,	  austerity,	  conditionality	  and	  the	  sovereign	  debt	  crisis	  are	  issues	  discussed	  when	  trying	  to	  capture	  what	  role	  the	  EU	  directly	  and/or	  indirectly	  has	  played.	  	  But	  the	  most	  apparent	  and	  shared	  explanations	  seem	  to	  revolve	  around	  the	  structure	  of	  the	  Spanish	  economy.	  Hence,	  many	  observers	  and	  politicians	  seem	  to	  agree	  that	  structural	  and	  economic	  reforms	  are	  still	  needed	  and	  will	  be	  an	  essential	  part	  of	  overcoming	  the	  crisis.	  Thus	  in	  the	  midst	  of	  this	  lies	  the	  question	  and	  discussion	  regarding	  the	  balance	  between	  reforms	  and	  austerity.	  While	  one	  explanation	  does	  not	  necessarily	  exclude	  the	  other,	  there	  has	  clearly	  been	  disagreement	  about	  the	  scope	  of	  the	  crisis	  and	  whether	  Spain	  does	  or	  does	  not	  have	  a	  convincing,	  comprehensive	  plan	  on	  how	  to	  escape	  it.	  	  Afore	  mentioned	  uncertainty	  and	  disagreement	  about	  the	  Spanish	  crisis	  is	  and	  has	  been	  reflected	  in	  the	  media	  and	  the	  way	  in	  which	  newspapers	  and	  television	  propagate	  events,	  numbers	  and	  features	  of	  the	  crisis.	  In	  the	  first	  months	  of	  2013	  most	  news	  reported	  on	  the	  situation	  in	  Spain	  were	  rather	  negative	  and	  articles	  were	  published	  mainly	  focusing	  on	  record	  high	  levels	  of	  unemployment	  and	  devastating	  recession1.	  Recently	  however,	  much	  emphasis	  has	  been	  given	  to	  encouraging	  numbers	  on	  exports	  and	  that	  a	  long	  period	  of	  recession	  has	  ended2.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  1	  BBC	  (30/01/2013)	  and	  BBC	  (25/04/2013)	  2	  CNN	  (06/09/2013)	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Can	  the	  idea	  of	  a	  dysfunctional,	  extractive	  political	  class	  explain	  the	  
crisis	  in	  Spain	  or	  does	  the	  situation	  merely	  reflect	  a	  temporary	  
economic	  crisis	  and	  a	  plain	  recession?	  
These	  media-­‐produced	  observations,	  views	  and	  opinions	  are	  then	  again	  mixed	  with	  the	  reports	  frequently	  published	  by	  international	  organizations	  and	  institutions	  such	  as	  the	  European	  Commission,	  IMF	  and	  OECD.	  	  This	  leads	  to	  the	  unavoidable	  questions	  of	  what	  is	  really	  happening	  in	  Spain,	  how	  are	  we	  to	  understand	  the	  origins	  of	  the	  crisis,	  and	  what	  measures	  need	  to	  be	  applied	  to	  overcome	  the	  economic,	  as	  well	  as	  social	  and	  political	  challenges.	  In	  order	  to	  grasp	  the	  scope	  of	  the	  crisis,	  the	  causes	  and	  roots	  needs	  to	  be	  explored	  by	  investigating	  possible	  underlying	  institutional	  and	  political	  problems	  to	  the	  structural	  and	  economic	  challenges	  of	  the	  crisis.	  Hence,	  the	  objective	  of	  my	  thesis	  will	  be	  to	  investigate	  and	  answer	  the	  following	  research	  question:	  
	  
	  And	  is	  the	  situation	  in	  Spain	  really	  that	  different	  from	  other	  countries	  in	  crisis?	  	  Leaders	  in	  many	  other	  countries	  are	  loosing	  popularity	  and	  are	  accused	  of	  being	  reluctant	  to	  make	  necessary	  reforms	  and	  to	  adopt	  essential	  policy	  measures.	  Reforms,	  policy	  measures	  and	  changes	  will	  eventually	  affect	  some	  parts	  of	  society	  making	  the	  government	  unpopular.	  Moreover,	  the	  topic	  of	  redistribution	  seems	  to	  be	  on	  the	  agenda	  for	  most	  governments	  today	  and	  while	  reforms	  may	  be	  painful	  in	  the	  short	  run,	  the	  difficult	  task	  for	  politicians	  is	  to	  sell	  the	  reforms	  as	  long-­‐term	  investments	  and	  convince	  the	  citizens	  that	  they	  will	  create	  long-­‐term	  gains.	  This	  leads	  us	  ask	  the	  following	  questions	  regarding	  the	  situation	  in	  Spain:	  	  
1. What	  action	  have	  the	  governments	  in	  Spain	  taken	  since	  the	  beginning	  of	  the	  
crisis?	  
2. Which	  reforms	  have	  been	  initiated	  and	  implemented?	  
3. How	  do	  the	  actions	  taken	  by	  the	  politicians	  correspond	  with	  the	  guidelines	  
and	  suggestions	  posed	  by	  international	  institutions	  and	  organizations?	  
4. Are	  the	  politicians	  as	  reluctant	  to	  change	  as	  César	  Molinas	  claims	  in	  terms	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of	  making	  the	  necessary	  reforms	  or	  do	  the	  Spanish	  politicians	  actually	  have	  
a	  credible	  plan	  and	  strategy	  including	  a	  long-­‐term	  reform	  program?	  	  
5. Is	  there,	  in	  fact,	  an	  existing	  extractive	  political	  class	  defending	  its	  own	  
personal	  gains	  and	  benefits	  from	  the	  actual	  system?	  And	  do	  reform	  
initiatives	  or	  lack	  thereof	  reflect	  its	  reluctance	  to	  change,	  or	  is	  there	  an	  
alternative	  explanation	  to	  be	  found	  somewhere	  else?	  	  These	  questions	  will	  be	  guiding	  the	  conduct	  of	  my	  thesis,	  and	  the	  analysis	  and	  discussion	  later	  on.	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2.	  Methodology	  	  Having	  presented	  my	  area	  of	  research	  and	  my	  motivation	  to	  work	  with	  the	  topic,	  in	  the	  following	  section	  I	  will	  outline	  my	  methodological	  approach	  and	  explain	  how	  I	  have	  chosen	  to	  approach	  the	  crisis	  in	  Spain	  as	  the	  focus	  of	  my	  thesis.	  This	  will	  entail	  explaining	  my	  method	  of	  research	  and	  how	  this	  will	  guide	  my	  investigation	  throughout	  the	  thesis.	  Furthermore,	  I	  will	  explain	  how	  the	  five	  sub-­‐questions	  posed	  in	  the	  introduction	  will	  support	  the	  conduct	  of	  my	  analysis	  supplementing	  my	  research	  question.	  
2.1	  Scientific	  approach	  and	  method	  of	  research	  My	  methodological	  approach	  will	  take	  the	  form	  of	  a	  case	  study	  where	  I	  investigate	  the	  crisis	  in	  Spain,	  focusing	  on	  the	  specific	  role	  and	  motives	  of	  the	  politicians.	  While	  Robert	  K.	  Yin	  stresses	  that	  a	  case	  study	  can	  be	  carried	  out	  in	  several	  ways	  and	  that	  the	  boundaries	  between	  different	  research	  methods	  are	  not	  always	  sharp,	  one	  of	  the	  main	  criterions	  is	  to	  deal	  with	  contemporary	  events	  which	  fits	  the	  description	  of	  my	  particular	  case3.	  Moreover,	  Yin	  proposes	  a	  twofold	  definition	  of	  a	  case	  study;	  
1.	  “A	  case	  study	  is	  an	  empirical	  inquiry	  that	  investigates	  a	  contemporary	  
phenomenon	  in	  depth	  and	  within	  its	  real-­‐life	  context,	  especially	  when	  the	  
boundaries	  between	  the	  phenomenon	  and	  context	  are	  not	  clearly	  evident”.	  	  
2.	  “The	  case	  study	  inquiry	  copes	  with	  the	  technically	  distinctive	  situation	  in	  which	  
there	  will	  be	  many	  more	  variables	  of	  interest	  than	  data	  points,	  and	  as	  one	  result	  
relies	  on	  multiple	  sources	  on	  evidence,	  with	  data	  needing	  to	  converge	  in	  a	  
triangulating	  fashion,	  and	  as	  another	  result,	  benefits	  from	  the	  prior	  development	  of	  
theoretical	  propositions	  to	  guide	  data	  collection	  and	  analysis”4.	  
	  Moreover,	  based	  on	  the	  ideas	  of	  Yin	  regarding	  the	  conduct	  of	  a	  case	  study,	  Alan	  Bryman	  distinguishes	  between	  five	  types	  of	  cases,	  namely	  the	  critical	  case,	  the	  extreme	  or	  unique	  case,	  the	  representative	  or	  typical	  case,	  the	  revelatory	  case	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  3	  Yin	  (2009)	  p.	  8-­‐9	  4	  Yin	  (2009)	  p.	  18	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and	  the	  longitudinal	  case5.	  The	  approach	  of	  my	  thesis	  can	  be	  categorized	  as	  the	  critical	  type	  of	  case	  study	  where	  “the	  researcher	  has	  a	  well-­‐developed	  theory,	  and	  
a	  case	  is	  chosen	  on	  the	  grounds	  that	  it	  will	  allow	  a	  better	  understanding	  of	  the	  
circumstances	  in	  which	  the	  hypothesis	  will	  and	  will	  not	  hold”6.	  Thus	  I	  will	  be	  investigating	  how	  we	  should	  understand	  the	  current	  crisis	  in	  Spain	  and	  how	  we	  should	  perceive	  the	  role	  and	  behaviour	  of	  the	  politicians.	  	  Following	  the	  approach	  of	  a	  case	  study	  I	  will	  apply	  a	  hypothetical-­‐deductive	  research	  method	  where	  I	  identify	  and	  test	  the	  theory,	  the	  hypotheses	  and	  the	  assumptions	  of	  César	  Molinas	  regarding	  the	  crisis	  in	  Spain	  and	  the	  role	  of	  the	  political	  class.	  According	  to	  Bryman	  deduction	  entails	  that	  “The	  researcher,	  on	  
the	  basis	  of	  what	  is	  known	  about	  a	  particular	  domain	  and	  of	  theoretical	  
considerations	  in	  relation	  to	  that	  domain,	  deduces	  a	  hypothesis	  (or	  hypotheses)	  
that	  must	  be	  subjected	  to	  empirical	  scrutiny”7.	  Hence	  the	  hypotheses	  and	  propositions	  under	  investigation	  in	  my	  thesis	  will	  be	  deduced	  from	  Molinas’	  theory	  where	  he	  expresses	  several	  concerns	  about	  the	  situation	  and	  the	  political	  environment,	  especially	  regarding	  the	  role	  of	  the	  political	  class	  in	  Spain.	  However,	  as	  we	  will	  witness	  later	  on	  in	  the	  theory	  section,	  the	  theory	  proposed	  by	  Molinas	  can	  appear	  somehow	  polemic	  in	  that	  it	  seems	  to	  draw	  on	  several	  distinctive	  theories	  and	  strands	  within	  existing	  academic	  literature.	  Thus,	  in	  order	  to	  position	  the	  author	  theoretically	  and	  to	  create	  a	  better	  understanding	  of	  origins	  of	  his	  assumptions	  and	  propositions,	  I	  will	  identify	  and	  engage	  in	  a	  discussion	  of	  concepts	  such	  as	  rational	  choice,	  clientelism	  and	  path	  dependence,	  which	  can	  be	  related	  to	  Molinas	  and	  seems	  to	  have	  inspired	  him	  in	  elaborating	  his	  theory	  of	  the	  political	  class	  in	  Spain.	  	  To	  be	  able	  to	  test	  the	  validity	  of	  the	  theory,	  the	  hypotheses	  and	  the	  propositions	  of	  Molinas	  I	  will	  rely	  on	  multiple	  sources	  of	  evidence,	  both	  qualitative	  and	  quantitative.	  This	  will	  include	  critical	  investigation	  of	  academic	  observations	  and	  rival	  propositions,	  which	  will	  involve	  incorporating	  quantitative	  data	  from	  statistical	  institutes,	  reports	  from	  international	  organizations	  and	  Spanish	  government	  sources.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  5	  Bryman	  (2008)	  p.	  55-­‐56	  6	  Bryman	  (2008)	  p.	  55	  7	  Bryman	  (2008)	  p.	  9	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Hence,	  my	  method	  of	  research	  above	  illustrates	  the	  operational	  link	  between	  research	  method,	  the	  theory	  under	  investigation	  and	  sources.	  In	  the	  following	  I	  will	  demonstrate	  how	  the	  conduct	  of	  my	  thesis	  will	  be	  carried	  out	  in	  more	  concrete	  and	  practical	  terms.	  
2.2	  Structure	  	  Having	  outlined	  my	  scientific	  method	  of	  research	  I	  will	  now	  proceed	  to	  explain	  how	  I	  have	  chosen	  to	  structure	  my	  thesis	  in	  order	  to	  illustrate	  the	  logic	  of	  how	  the	  different	  parts	  are	  linked	  together.	  	  	  As	  a	  point	  of	  departure,	  I	  will	  present	  the	  theory	  of	  César	  Molinas	  who	  is	  sceptical	  about	  the	  future	  of	  Spanish	  society	  and	  who	  argues	  that	  the	  politicians	  have	  played	  a	  rather	  negative	  role	  in	  the	  development	  of	  the	  crisis.	  In	  September	  2012	  Molinas	  had	  an	  article	  published	  in	  one	  the	  biggest	  newspapers	  in	  Spain,	  El	  País,	  which	  gave	  way	  to	  much	  debate	  and	  discussion8.	  The	  opinions,	  the	  theory	  and	  the	  perspectives	  put	  forward	  in	  the	  article	  are	  elaborated	  on	  and	  reflected	  in	  Molinas’	  newly	  published	  book	  “Qué	  hacer	  con	  España”	  (2013)9.	  Molinas’	  perspectives	  on	  the	  crisis	  are	  of	  interest	  and	  have	  relevance	  given	  that	  it	  offers	  a	  noteworthy	  interpretation	  of	  the	  crisis,	  a	  perspective	  that	  goes	  beyond	  economic	  and	  financial	  indicators	  to	  explain	  the	  current	  situation	  in	  Spain.	  Hence	  Molinas	  places	  his	  emphasis	  on	  the	  behaviour	  and	  motives	  of	  the	  so-­‐called	  political	  class	  in	  Spain.	  	  My	  theory	  section	  is	  divided	  into	  two	  main	  parts	  where	  the	  first	  will	  be	  devoted	  to	  a	  thorough	  description	  of	  Molinas’	  theory	  of	  Spain’s	  political	  class.	  Initially	  I	  briefly	  present	  some	  general	  perspectives	  and	  reflections	  about	  the	  world,	  which	  constitutes	  the	  first	  part	  of	  Molinas	  book,	  “Qué	  hacer	  con	  España”,	  and	  where	  he	  in	  broad	  terms	  discusses	  which	  direction	  the	  world	  is	  heading.	  Subsequently	  I	  will	  address	  what	  Molinas	  conceives	  to	  be	  the	  ‘illnesses’	  of	  Spanish	  politics,	  which	  leads	  the	  author	  to	  propose	  four	  questions	  related	  to	  the	  way	  the	  politicians	  in	  Spain	  have	  performed	  in	  terms	  of	  reacting	  on	  the	  crisis	  in	  the	  country.	  In	  the	  following	  subsection	  I	  turn	  to	  look	  at	  how	  Molinas	  perceives	  the	  historical	  context	  of	  Spain	  to	  be	  of	  special	  importance,	  naming	  four	  historical	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factors	  that	  he	  argues	  to	  have	  contributed	  to	  the	  development	  of	  the	  current	  political	  and	  administrative	  system.	  These	  different	  perspectives	  and	  Molinas’	  assessment	  of	  the	  politicians	  role	  in	  creating,	  for	  instance	  the	  construction	  ‘bubble’,	  provide	  the	  background	  for	  understanding	  the	  assumptions	  made	  by	  Molinas,	  how	  he	  perceives	  the	  situation	  in	  Spain	  and	  why	  he	  describes	  the	  political	  class	  in	  Spain	  as	  rent-­‐seeking	  and	  extractive.	  Concluding	  the	  section	  I	  present	  a	  few	  future	  predictions	  and	  scenarios	  that	  Molinas	  foresee	  to	  come	  true	  as	  a	  consequence	  of	  the	  assumed	  unhealthy	  political	  structures	  in	  Spain.	  	  While	  having	  described	  Molinas	  theory	  of	  Spain’s	  political	  class,	  in	  the	  second	  part	  of	  my	  theory	  section	  I	  will	  discuss	  Molinas’	  perspectives	  and	  implicit	  references	  to	  other	  theoretical	  concepts	  and	  definitions.	  Hence	  the	  objective	  of	  this	  part	  of	  the	  theory	  section	  is	  to	  ground	  Molinas	  within	  established	  strands	  of	  academic	  literature	  and	  to	  position	  him	  among	  other	  theoretical	  approaches.	  	  The	  first	  concepts	  to	  be	  discussed	  are	  rational	  choice	  and	  principal-­‐agent	  theory.	  Here	  the	  aim	  is	  to	  provide	  an	  understanding	  of	  the	  relationship	  between	  politicians	  and	  citizens,	  and	  to	  introduce	  concepts	  such	  as	  political	  accountability	  and	  responsiveness.	  In	  doing	  so	  I	  explore	  how	  these	  can	  be	  related	  to	  the	  perspectives	  of	  Molinas.	  Secondly,	  I	  will	  examine	  terms	  such	  as	  ‘rent	  seeking’	  and	  ‘embedded	  autonomy’,	  and	  discuss	  the	  significance	  of	  adequate	  bureaucratic	  structures	  in	  relation	  to	  the	  issue	  of	  state	  development.	  These	  concepts	  and	  elements	  are	  relevant	  to	  the	  theory	  of	  Molinas	  given	  his	  emphasis	  and	  critical	  conception	  of	  how	  the	  administrative	  and	  decentralized	  system	  in	  Spain	  has	  been	  developed	  during	  the	  transition	  period,	  resulting	  in	  what	  he	  regards	  as	  a	  ‘system	  of	  rent-­‐capturing’.	  	  Before	  concluding	  my	  theoretical	  discussion	  with	  an	  assessment	  of	  Molinas’	  position	  in	  the	  debate	  about	  the	  crisis	  in	  Spain,	  I	  consider	  the	  concepts	  of	  clientelism,	  patronage	  and	  path	  dependency.	  Here	  I	  discuss	  the	  development	  of	  institutions	  in	  Spain,	  and	  in	  reference	  to	  Molinas,	  how	  the	  current	  institutional	  structures	  in	  Spain	  possibly	  can	  be	  traced	  back	  to	  the	  transition	  and	  the	  decentralization	  of	  the	  political	  system.	  Moreover	  I	  examine	  how	  clientelism	  and	  political	  patronage	  can	  be	  related	  to	  Molinas’	  claims	  about	  the	  extractive	  and	  rent	  seeking	  nature	  of	  the	  political	  class	  in	  Spain.	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  Thus,	  Molinas’	  theory	  of	  Spain’s	  political	  class	  and	  his	  interpretation	  of	  the	  crisis	  in	  Spain	  will	  be	  the	  theoretical	  context	  in	  which	  I	  will	  investigate	  my	  research	  question	  and	  carry	  out	  my	  analysis.	  In	  accordance	  with	  my	  scientific	  approach,	  the	  assumptions	  and	  hypotheses	  about	  the	  crisis	  in	  Spain	  offered	  by	  Molinas	  and	  the	  theoretical	  review	  will	  constitute	  the	  basis	  on	  which	  I	  will	  explore	  and	  critically	  analyse	  whether	  we	  should	  understand	  the	  crisis	  as	  a	  result	  of	  an	  extractive	  and	  dysfunctional	  political	  class	  or	  as	  a	  regular	  economic	  crisis.	  In	  other	  words,	  whether	  the	  crisis	  in	  Spain	  should	  be	  regarded	  as	  political	  and	  structural	  or	  merely	  as	  a	  temporary/cyclical	  economic	  crisis.	  	  	  Having	  outlined	  and	  described	  the	  structure	  and	  content	  of	  my	  theory	  section,	  in	  the	  following	  I	  will	  present	  the	  conduct	  and	  strategy	  of	  my	  analysis.	  	  With	  regards	  to	  my	  choice	  of	  sources,	  throughout	  the	  analysis	  I	  will	  be	  using	  mainly	  qualitative	  academic	  contributions	  while	  critically	  reflecting	  on	  these	  in	  relation	  to	  theory,	  reports	  and	  surveys	  from	  international	  organisations	  and	  by	  incorporating	  quantitative	  data	  from	  statistical	  institutes.	  Hence,	  my	  empirical	  evidence	  will	  be	  a	  combination	  between	  qualitative	  and	  quantitative	  data,	  elaborated	  and	  collected	  by	  scholars,	  international	  organizations	  and	  statistical	  institutes.	  	  	  In	  the	  first	  section	  of	  my	  analysis	  I	  wish	  to	  discuss	  the	  impact	  of	  the	  crisis	  on	  Spain	  and	  how	  the	  economy	  went	  ‘from	  boom	  to	  bust’	  after	  the	  outbreak	  of	  the	  crisis.	  This	  will	  entail	  considering	  the	  structural	  challenges	  and	  issues	  regarding	  the	  Spanish	  economic	  model.	  Investigating	  the	  causal	  factors	  of	  the	  crisis	  I	  will	  address	  the	  historic	  context	  and	  the	  general	  circumstances	  of	  the	  global	  financial	  crisis.	  Moreover,	  in	  this	  assessment	  of	  the	  preliminary	  phase	  of	  the	  crisis	  I	  will	  discuss	  the	  role	  of	  the	  politicians	  and	  how	  we	  should	  understand	  their	  influence	  on	  the	  creation	  of	  the	  problems	  that	  surfaced	  when	  the	  crisis	  hit.	  Subsequently	  I	  will	  turn	  to	  look	  at	  the	  impact	  of	  the	  Spanish	  membership	  of	  the	  EU	  and	  the	  EMU.	  Even	  though	  the	  main	  focus	  of	  my	  analysis	  is	  to	  address	  the	  role	  of	  the	  politicians	  in	  a	  domestic	  Spanish	  crisis	  context,	  I	  find	  in	  necessary	  to	  discuss	  how	  external	  actors	  have	  affected	  the	  situation	  in	  Spain.	  Hence	  I	  will	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present	  and	  discuss	  the	  perspectives	  of	  Jonathan	  Hopkin	  who	  perceives	  the	  EU	  to	  have	  contributed	  significantly	  in	  creating	  the	  crisis	  and	  who	  argues	  that	  the	  Southern	  European	  countries	  have	  ended	  up	  as	  the	  victims	  of	  an	  unsuccessful	  and	  failed	  policy	  agenda	  in	  the	  EU.	  This	  interpretation	  of	  the	  crisis	  will	  be	  compared,	  analysed	  and	  discussed,	  both	  in	  relation	  to	  the	  analysis	  of	  the	  previous	  section	  and	  to	  the	  perspectives	  of	  Molinas.	  After	  considering	  the	  causal	  factors	  to	  the	  crisis	  and	  the	  impact	  of	  EU	  membership,	  the	  following	  section	  will	  be	  centred	  on	  reforms	  and	  policy	  initiatives	  from	  the	  government	  of	  the	  Partido	  Socialista	  Obrero	  Español	  (PSOE)	  and	  the	  government	  of	  Partido	  popular	  (PP),	  respectively.	  The	  aim	  of	  this	  section	  is	  to	  present	  an	  analysis	  of	  how	  the	  politicians	  have	  performed	  in	  terms	  of	  responding	  to	  the	  crisis	  in	  Spain.	  Accordingly	  I	  will	  investigate	  reform	  agendas	  and	  policy	  measures	  from	  the	  two	  governments	  while	  critically	  addressing	  Molinas	  theory	  of	  Spain’s	  political	  class	  and	  his	  reflections	  on	  the	  handling	  of	  the	  crisis	  by	  the	  politicians.	  The	  analysis	  will	  be	  guided	  and	  oriented	  towards	  providing	  extensive	  answers	  to	  the	  sub-­‐questions	  presented	  in	  the	  introduction:	  	  
• What	  action	  have	  the	  governments	  in	  Spain	  taken	  since	  the	  beginning	  of	  the	  
crisis?	  
• Which	  reforms	  have	  been	  initiated	  and	  implemented?	  
• How	  do	  the	  actions	  taken	  by	  the	  politicians	  correspond	  with	  the	  guidelines	  
and	  suggestions	  posed	  by	  international	  institutions	  and	  organizations?	  	  Furthermore,	  the	  assessment	  and	  analysis	  of	  the	  reform	  programs	  will	  constitute	  the	  background	  on	  which	  I	  will	  be	  able	  to	  answer	  the	  last	  two	  sub-­‐questions:	  	  
• Are	  the	  politicians	  as	  reluctant	  to	  change	  as	  César	  Molinas	  claims	  in	  terms	  
of	  making	  the	  necessary	  reforms	  or	  do	  the	  Spanish	  politicians	  actually	  have	  
a	  credible	  plan	  and	  strategy	  including	  a	  long-­‐term	  reform	  program?	  	  
• Is	  there,	  in	  fact,	  an	  existing	  extractive	  political	  class	  defending	  its	  own	  
personal	  gains	  and	  benefits	  from	  the	  actual	  system?	  And	  do	  reform	  
initiatives	  or	  lack	  thereof	  reflect	  its	  reluctance	  to	  change,	  or	  is	  there	  an	  
alternative	  explanation	  to	  be	  found	  somewhere	  else?	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  In	  the	  previous	  I	  have	  described	  the	  logic	  of	  my	  methodological	  approach,	  which	  will	  enable	  me	  to	  provide	  an	  answer	  to	  the	  research	  question	  and	  investigate	  whether	  crisis	  could	  be	  seen	  to	  reflect	  problems	  of	  political	  character	  as	  the	  theory	  of	  Molinas	  indicates.	  The	  subsequent	  section	  will	  include	  reflections	  on	  delimitation	  and	  method	  of	  research.	  
2.3	  Methodological	  limitations	  and	  reflections	  	  The	  topic	  of	  the	  Spanish	  crisis	  can	  be	  addressed	  in	  several	  ways	  and	  the	  list	  of	  interesting	  aspects	  is	  very	  long.	  However	  due	  to	  the	  limited	  possibilities	  in	  terms	  of	  time	  and	  scope,	  I	  have	  chosen	  to	  centre	  my	  emphasis	  on	  the	  Spanish	  politicians’	  performance	  and	  role	  in	  the	  crisis.	  Even	  though	  there	  have	  certainly	  been	  much	  discussion	  and	  ideological	  debate	  on	  how	  to	  address	  the	  crisis,	  not	  only	  in	  Spain	  but	  in	  most	  parts	  of	  the	  world,	  I	  wish	  to	  investigate	  the	  role	  of	  the	  politicians	  in	  terms	  of	  their	  nature	  and	  motives,	  and	  how	  this	  is	  reflected	  in	  the	  way	  they	  have	  responded	  to	  the	  crisis.	  Hence	  I	  will	  discuss	  the	  ability	  of	  the	  Spanish	  political	  class	  to	  come	  up	  with	  a	  long-­‐term	  strategy	  and	  to	  introduce	  reforms	  that	  will	  affect	  and	  change	  the	  situation	  in	  the	  country	  in	  the	  long	  run.	  To	  do	  so	  I	  will	  predominantly	  focus	  on	  the	  reform	  agendas	  of	  the	  governments	  in	  charge	  during	  the	  crisis.	  	  Another	  way	  to	  approach	  this	  task	  would	  have	  been	  to	  concentrate	  on	  a	  more	  specific	  aspect	  of	  the	  crisis	  or	  a	  specific	  reform.	  This	  might	  have	  provided	  a	  better	  opportunity	  to	  analyse	  more	  carefully	  the	  implementation	  process	  or	  the	  relationship	  between	  the	  central	  government	  and	  the	  regional	  administrations.	  However,	  I	  have	  decided	  to	  focus	  on	  the	  broader	  picture	  in	  order	  to	  deliver	  an	  overall	  assessment	  of	  the	  functioning	  and	  the	  activity	  of	  the	  politicians	  and	  to	  provide	  an	  interpretation	  of	  how	  we	  should	  perceive	  their	  performance	  during	  the	  crisis.	  	  As	  mentioned	  above,	  the	  ideological	  debate	  on	  how	  to	  address	  the	  crisis	  has	  been	  dominating	  the	  political	  and	  economic	  agenda	  in	  many	  countries	  since	  the	  outbreak	  of	  the	  crisis.	  Hence	  another	  way	  to	  approach	  the	  crisis	  in	  Spain	  could	  have	  been	  to	  delve	  on	  this	  particular	  ideological	  debate	  and	  to	  investigate	  and	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discuss	  what	  the	  right	  ‘cure’	  for	  Spain	  might	  have	  been	  and	  what	  it	  might	  be	  in	  the	  future.	  	  Having	  outlined	  my	  methodological	  approach,	  the	  next	  sections	  will	  thoroughly	  describe	  the	  theoretical	  context	  and	  background	  on	  which	  I	  wish	  to	  carry	  out	  the	  analysis.	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3.	  Theory	  
3.1	  Cesar	  Molinas:	  Theory	  of	  Spain’s	  political	  class	  Molinas	  presents	  a	  theory	  about	  the	  political	  class	  in	  Spain,	  which	  he	  argues	  to	  be	  the	  underlying	  problem	  of	  the	  crisis	  still	  haunting	  Spanish	  society	  and	  the	  Spanish	  citizen.	  In	  the	  newspaper	  article	  mentioned	  previously,	  the	  particular	  question	  that	  Molinas	  claims	  to	  be	  answering,	  is	  how	  come	  five	  years	  after	  the	  outbreak	  of	  the	  crisis	  politicians	  still	  do	  not	  have	  a	  coherent	  strategy	  on	  how	  to	  escape	  it.	  The	  argumentation	  goes	  accordingly	  that	  many	  questions	  regarding	  the	  reasons	  for	  and	  the	  handling	  of	  the	  crisis	  by	  politicians	  can	  be	  answered	  by	  this	  theory	  of	  the	  Spanish	  political	  class	  that	  he	  refers	  to	  as	  “rent-­‐seeking”	  and	  “extractive”10.	  Hence,	  the	  article	  poses	  a	  range	  of	  accusations	  towards	  politicians	  in	  a	  dramatic	  way,	  painting	  the	  picture	  of	  a	  country	  on	  its	  way	  to	  exit	  the	  EMU.	  	  	  The	  objective	  of	  this	  section	  will	  be	  to	  clarify	  and	  explore	  what	  the	  theory	  seeks	  to	  explain	  and	  how	  Molinas	  understands	  the	  situation	  in	  Spain.	  While	  the	  article	  naturally	  does	  not	  provide	  enough	  space	  to	  explain	  and	  underpin	  the	  arguments	  in	  a	  thorough	  way,	  Molinas	  book	  with	  the	  title,	  “Qué	  hacer	  con	  España”,	  offers	  greater	  insight	  regarding	  the	  underlying	  argumentation.	  Hence,	  “Theory	  of	  
Spain’s	  Political	  Class”	  or	  in	  Spanish	  “Una	  Teoria	  de	  la	  Clase	  Politica	  Española”	  constitutes	  only	  one	  chapter	  of	  the	  book.	  	  In	  the	  following	  we	  will	  turn	  to	  investigate	  the	  content	  of	  Molinas’	  book	  “Qué	  
hacer	  con	  España”	  which	  will	  be	  crucial,	  in	  order	  to	  understand	  what	  Cesar	  Molinas	  is	  really	  saying	  and	  what	  underpins	  his	  argumentation.	  The	  book	  is	  divided	  into	  three	  parts	  and	  although	  the	  last	  two	  parts	  of	  the	  book	  are	  of	  greater	  interest,	  a	  brief	  overview	  of	  the	  main	  points	  from	  part	  one	  is	  necessary	  to	  capture	  the	  essence	  of	  Molinas’	  understanding	  of	  the	  situation	  in	  Spain.	  	  
3.1.1	  Predictions	  about	  the	  world	  of	  future	  generations	  The	  first	  part	  of	  the	  book	  bears	  the	  title	  “Hacia	  dónde	  va	  el	  Mundo?”	  and	  presents	  a	  broad	  set	  of	  reflections	  about	  what	  direction	  the	  world	  and	  humanity	  in	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  10	  El	  País	  (12/09/2012)	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general	  is	  going.	  As	  Molinas	  puts	  it,	  this	  part	  of	  the	  book	  is	  meant	  to	  provide	  a	  discussion	  on	  what	  kind	  of	  society	  we	  can	  expect	  to	  develop	  and	  what	  will	  determine	  the	  life	  of	  human	  generations	  in	  the	  future11.	  Molinas	  approaches	  this	  difficult	  task	  by	  referring	  to	  historic	  developments,	  both	  in	  terms	  of	  selected	  important	  events	  through	  history	  and	  the	  development	  of	  ideas.	  In	  doing	  so,	  the	  author	  discusses	  the	  significance	  of	  certain	  events	  and	  ideas,	  which	  have	  been	  crucial	  in	  determining	  how	  we	  think	  about	  and	  understand	  the	  world	  and	  humanity	  today.	  Hence,	  the	  first	  three	  chapters	  of	  the	  book	  include	  reflections	  on	  history	  of	  war	  and	  concepts	  like	  ‘nation’	  and	  ‘state’,	  but	  also	  provide	  a	  discussion	  of	  themes	  such	  as	  the	  ‘end	  of	  history’,	  meanwhile	  turning	  to	  discuss	  post-­‐history	  and	  the	  concepts	  of	  progress	  and	  creative	  destruction	  in	  the	  fourth	  chapter12.	  The	  reflections	  of	  the	  first	  four	  chapters	  are	  concluded	  in	  the	  fifth	  chapter	  where	  Molinas	  highlights	  six	  future	  perspectives	  and	  observations	  about	  what	  direction	  the	  world	  is	  going13:	  1. The	  future	  of	  ideas.	  The	  western	  civilization	  will	  not	  loose	  its	  hegemonic	  position	  in	  terms	  of	  ideas	  and	  it	  is	  likely	  that	  countries	  and	  other	  parts	  of	  the	  world	  will	  continue	  to	  ‘westernize’.	  	  2. The	  future	  of	  the	  human	  race.	  The	  concept	  of	  ‘being	  human’	  will	  change	  up	  to	  a	  point	  where	  there	  will	  be	  a	  shift	  in	  the	  definition	  of	  the	  term,	  from	  being	  subject	  to	  rights	  and	  obligations,	  to	  a	  rather	  different	  concept	  of	  being	  a	  ‘person’.	  Molinas	  does	  not	  elaborate	  further	  on	  what	  he	  means	  by	  this.	  3. The	  future	  of	  war.	  The	  struggle	  for	  power	  and	  hegemony	  in	  the	  world	  will	  not	  continue	  by	  means	  of	  escalating	  military	  power	  but	  rather	  by	  enhancing,	  competing	  and	  striving	  for	  human	  capital.	  4. The	  future	  of	  the	  economy.	  Globalization	  of	  the	  economy	  will	  continue	  in	  an	  irreversible	  manner	  where	  labor	  markets	  and	  capital,	  to	  a	  higher	  and	  higher	  degree,	  will	  be	  subject	  to	  one	  single	  price	  at	  world	  level.	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  Molinas	  (2013)	  p.	  11	  12	  Molinas	  (2013)	  chapter	  1,	  2,	  3	  and	  4	  13	  Molinas	  (2013)	  p.	  13	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5. The	  future	  of	  the	  state.	  States	  will	  change	  their	  means	  of	  obtaining	  legitimacy	  from	  the	  citizen.	  This	  will	  entail	  focusing	  on	  maximization	  of	  opportunities	  for	  the	  citizen	  instead	  of	  providing	  welfare.	  6. The	  future	  of	  Europe.	  The	  monetary	  union	  (EMU)	  will	  not	  survive	  unless	  real	  convergence	  between	  Northern	  and	  Southern	  states	  is	  obtained,	  in	  terms	  of	  human	  capital	  and	  productivity.	  
3.1.2	  Illnesses	  of	  Spanish	  politics	  and	  a	  theory	  of	  Spain’s	  political	  class	  	  In	  the	  second	  part	  of	  the	  book	  Cesár	  Molinas	  narrows	  his	  focus	  to	  look	  more	  specifically	  on	  Spain.	  This	  part	  of	  the	  book	  is	  called	  “De	  dónde	  viene	  España?”	  which	  means,	  “Where	  does	  Spain	  come	  from?”	  and	  revolves	  around	  the	  history	  of	  Spain	  and	  how	  the	  history	  of	  the	  country	  has	  shaped	  the	  circumstances	  of	  today.	  	  One	  of	  the	  characteristics	  that	  Molinas	  emphasizes	  about	  Spanish	  society	  is	  a	  particular	  and	  dominant	  form	  of	  capitalism	  that	  he	  calls	  “Capitalism	  Castizo”14,	  a	  system	  that	  according	  to	  Molinas	  is	  based	  on	  nepotism,	  and	  approximation	  of	  power	  and	  influence	  holders	  as	  the	  easiest	  way	  of	  making	  a	  living.	  These	  historic	  observations	  regarding	  the	  development	  of	  Spanish	  society	  and	  the	  political	  society	  draw	  attention	  to	  the	  discussion	  of	  todays	  political	  class	  in	  Spain	  and	  Molinas	  theory	  about	  the	  Spanish	  political	  class	  mentioned	  above.	  	  	  As	  a	  starting	  point	  to	  explain	  the	  theory,	  Molinas	  emphasizes	  that	  the	  first	  structural	  reform	  to	  be	  carried	  out	  in	  Spain	  should	  be	  targeting	  the	  political	  system	  and	  the	  political	  parties15.	  Furthermore,	  the	  objective	  of	  proposing	  the	  theory	  is	  to	  explain	  and	  answer	  four	  questions	  regarding	  the	  political	  class	  in	  Spain.	  1. How	  can	  it	  be,	  that	  five	  years	  after	  the	  outbreak	  of	  the	  crisis	  no	  political	  party	  has	  a	  coherent	  diagnosis	  to	  explain	  what	  is	  going	  on	  in	  Spain?	  2. How	  is	  it	  possible	  that	  no	  political	  party	  has	  a	  long-­‐term	  strategy	  or	  plan	  to	  pull	  Spain	  out	  of	  the	  crisis?	  3. Why	  is	  it	  that	  the	  political	  class	  in	  Spain	  is	  incapable	  of	  setting	  an	  example	  and	  take	  responsibility?	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  15	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  (2013)	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4. Why	  is	  it	  that	  the	  obvious	  strategy	  for	  Spain	  regarding	  improvement	  and	  promotion	  of	  education,	  innovation,	  development	  and	  entrepreneurship	  are	  not	  just	  ignored	  but	  destroyed	  by	  the	  majoritarian	  political	  parties?	  	  According	  to	  Molinas	  the	  problem	  regarding	  the	  political	  class	  is	  a	  problem	  that	  originates	  in	  the	  previous	  decades	  where	  a	  system	  based	  on	  self-­‐interest	  has	  been	  developed.	  Molinas	  here	  talks	  about	  a	  so-­‐called	  “sistema	  de	  captura	  de	  
rentas”16,	  where	  politicians	  act	  and	  make	  decisions	  that	  will	  create	  benefits	  and	  profit	  for	  themselves	  instead	  of	  working	  in	  the	  interest	  of	  the	  country.	  This	  “extractive	  elite”	  and	  these	  politicians	  are	  argued	  to	  be	  responsible	  for	  the	  real	  estate	  bubble,	  the	  savings	  banks	  collapse,	  the	  renewable	  energy	  bubble	  and	  the	  infrastructure	  bubble,	  according	  to	  the	  theory17.	  	  
3.1.3	  The	  historic	  context	  –	  what	  went	  wrong?	  Outlining	  his	  theory	  of	  the	  political	  class	  the	  author	  emphasizes	  the	  historic	  context	  naming	  four	  factors,	  which	  he	  argues	  to	  have	  shaped	  the	  political	  environment	  in	  Spain.	  Furthermore	  he	  maintains	  that	  these	  four	  factors	  are	  conditioned	  by	  the	  failure	  to	  implement	  necessary	  electoral	  and	  decentralization	  processes	  and	  measures	  in	  the	  initial	  phase	  of	  the	  transition	  period18.	  The	  first	  factor	  regards	  the	  electoral	  system,	  a	  proportional	  system	  with	  closed	  lists.	  In	  his	  opinion,	  this	  type	  of	  electoral	  system	  has	  contributed	  to	  the	  creation	  of	  a	  professional,	  rent-­‐seeking	  political	  class.	  The	  problem	  derives	  from	  the	  crucial	  fidelity	  towards	  the	  party-­‐top	  that	  members	  need	  to	  poses	  and	  show	  in	  order	  to	  get	  their	  names	  on	  the	  voting	  lists.	  According	  to	  Molinas	  this	  has	  contributed	  to	  an	  unhealthy	  degree	  of	  party	  discipline	  where	  ideas	  are	  not	  flowing	  and	  where	  politics	  has	  become	  a	  “modus	  vivendi”	  characterized	  by	  keeping	  close	  connections	  and	  good	  job	  opportunities	  in	  public	  organizations	  and	  private	  companies19.	  Secondly	  he	  stresses	  a	  problem	  stemming	  from	  the	  decentralization	  process	  in	  which	  a	  controlled	  top	  down	  decentralization	  in	  the	  beginning	  of	  the	  80’s	  turned	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  16	  Molinas	  (2013)	  p.	  166-­‐167	  17	  Molinas	  (2013)	  p.	  167	  18	  Molinas	  (2013)	  p.	  168	  19	  Molinas	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into	  a	  bottom-­‐up	  movement	  creating	  a	  vast	  amount	  of	  new	  administrative	  institutions	  and	  bureaucratic	  processes.	  The	  process	  of	  decentralization	  came	  to	  be	  controlled	  by	  the	  beneficiaries	  of	  the	  old	  system	  who	  took	  the	  decentralization	  practice	  into	  their	  own	  hand	  to	  protect	  their	  positions	  and	  interests.	  According	  to	  Molinas	  this	  meant	  that:	  
“in	  the	  absence	  of	  established	  procedures	  for	  selecting	  staff,	  politicians	  simply	  
appointed	  friends	  and	  relatives	  that	  led	  to	  a	  politicized	  patronage	  system.	  The	  new	  
political	  class	  had	  created	  a	  rent-­‐seeking	  system	  -­‐	  that	  is	  to	  say,	  a	  system	  that	  does	  
not	  create	  new	  wealth	  but	  appropriates	  existing	  wealth”20.	  Thirdly,	  with	  an	  accelerated	  process	  of	  decentralization,	  the	  idea	  of	  the	  two	  majority	  parties,	  the	  conservative	  party	  and	  the	  socialist	  party,	  managing	  the	  regions	  was	  destroyed	  and	  instead	  local	  power	  holders	  took	  over	  the	  decentralization	  process	  passing	  on	  laws	  to	  take	  control	  of	  local	  savings	  banks.	  Boards	  were	  filled	  with	  politicians	  and	  the	  politicized	  patronage	  system	  described	  above	  was	  further	  enhanced21.	  	  Finally,	  the	  last	  historic/institutional	  matter	  regards	  the	  division	  of	  power	  and	  independence	  of	  institutions.	  Here	  Molinas	  claims	  that	  institutions	  such	  as	  the	  Constitutional	  Court,	  the	  General	  Council	  of	  the	  Judiciary	  (the	  legal	  watchdog),	  the	  Bank	  of	  Spain	  and	  the	  CNMV	  (the	  market	  watchdog)	  can	  not	  be	  regarded	  as	  independent	  because	  these	  institutions	  have	  been	  infiltrated	  by	  politicians.	  Also	  the	  congress	  is	  under	  critique	  because	  of	  its	  inability	  to	  demand	  accountability.	  This	  crucial	  role	  of	  the	  parliament	  is	  not	  being	  executed	  accordingly,	  which	  delegitimizes	  the	  political	  system.	  As	  an	  example,	  Molinas	  mentions	  the	  collapse	  of	  Bankia	  and	  he	  problematizes	  that	  this	  rather	  big	  event	  was	  regarded	  merely	  as	  a	  natural	  disaster	  where	  no	  one	  was	  held	  accountable.	  
3.1.4	  The	  ‘Bubbles’	  Above	  we	  have	  witnessed	  how	  Molinas	  expresses	  his	  critique	  towards	  the	  political	  class,	  the	  political	  system	  and	  the	  institutional	  setup	  that	  he	  claims	  to	  have	  roots	  in	  the	  transition	  process.	  In	  the	  following	  we	  will	  turn	  to	  look	  at	  how	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the	  author	  further	  explains	  the	  role	  of	  the	  political	  class	  in	  creating	  the	  so-­‐called	  different	  “bubbles”	  leading	  up	  to	  the	  crisis.	  	  To	  begin	  with,	  Molinas	  emphasizes	  what	  he	  understands	  to	  be	  a	  real	  estate	  bubble	  of	  unique	  character	  in	  Spain.	  The	  reason	  for	  this	  statement	  is	  closely	  related	  to	  the	  interconnectedness	  of	  regional	  governments	  and	  savings	  banks	  described	  above	  which	  implies	  that	  decisions	  regarding,	  what	  gets	  built	  where,	  are	  taken	  at	  the	  political	  level.	  With	  authority	  over	  the	  savings	  banks	  transferred	  to	  the	  regional	  governments,	  according	  to	  Molinas,	  the	  politicians	  also	  controlled	  who	  could	  access	  financial	  means	  to	  build.	  According	  to	  the	  argument	  this	  gave	  way	  to	  complex	  negotiations	  regarding	  city	  planning,	  which	  facilitate	  party	  financing	  and	  imply	  that	  rent-­‐seeking	  politicians	  an	  obtain	  personal	  gains	  by	  controlling	  both	  the	  process	  of	  giving	  permissions	  and	  financing22.	  Moreover,	  the	  renewable	  energy	  sector	  is	  also	  under	  siege.	  Molinas	  argues	  that	  instead	  of	  putting	  Spain	  in	  the	  lead	  in	  the	  fight	  against	  climate	  change,	  the	  investments	  made	  on	  this	  area	  implies	  that	  Spain	  accounts	  for	  only	  2%	  of	  the	  worlds	  GDP	  but	  is	  paying	  15%	  of	  the	  global	  renewable	  energy	  subsidies.	  Apart	  from	  the	  alleged	  costs	  of	  corruption	  in	  this	  sector,	  the	  Spanish	  people	  and	  Spanish	  businesses	  also	  pay	  more	  for	  electricity	  than	  in	  any	  other	  European	  country.	  This	  is	  seen	  to	  have	  an	  important	  negative	  impact	  on	  the	  economy	  and	  on	  the	  competitiveness	  for	  Spanish	  businesses23.	  Again,	  Molinas	  argues	  that	  this	  sector	  has	  been	  subject	  to	  and	  used	  as	  an	  instrument	  of	  capturing	  rent	  for	  the	  political	  class.	  As	  opposed	  to	  this	  critique	  though,	  in	  different	  media	  sources,	  Spain	  has	  been	  praised	  for	  its	  use	  of	  wind	  power	  to	  produce	  electricity	  accounting	  for	  almost	  21	  pct.	  of	  the	  overall	  electricity	  consumption24.	  	  A	  third	  bubble	  refers	  to	  unnecessary	  infrastructure	  projects	  where	  the	  Spanish	  taxpayers	  according	  to	  Molinas	  are	  going	  to	  pay	  the	  huge	  accumulated	  debt	  produced	  by	  a	  rent-­‐seeking	  political	  class.	  	  
3.1.5	  The	  theory	  Now,	  what	  can	  be	  deduced	  from	  the	  previous	  and	  how	  does	  Molinas	  create	  a	  theory,	  which	  is	  able	  to	  explain	  the	  nature	  of	  the	  political	  class	  in	  Spain?	  With	  the	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examples	  and	  the	  observations	  made	  above	  Molinas	  characterizes	  the	  political	  class	  in	  Spain	  as	  an	  “extractive	  elite”	  by	  using	  the	  definition	  from	  the	  book	  “Why	  
Nations	  Fail”	  by	  Acemoglu	  and	  Robinson25.	  In	  practice	  this	  notion	  means	  that	  
• There	  is	  a	  system	  of	  ‘rent-­‐seeking’	  that	  gives	  way	  to	  the	  creation	  of	  wealth	  and	  benefits	  for	  the	  political	  class	  at	  the	  expense	  of	  the	  remaining	  population.	  
• The	  political	  class	  has	  enough	  power	  to	  prevent	  and	  avoid	  an	  inclusive	  institutional	  system,	  which	  would	  distribute	  political	  and	  economic	  power	  broadly,	  respect	  the	  rule	  of	  law	  and	  the	  judicial	  system,	  and	  commit	  to	  the	  principles	  of	  free	  market	  economy.	  
• The	  political	  class	  detests	  ‘creative	  destruction’	  which	  characterizes	  dynamic	  capitalism	  and	  processes	  of	  innovation	  that	  could	  contribute	  to	  the	  creation	  of	  new	  centres	  of	  economic,	  social	  and	  political	  power26.	  	  Looking	  back	  at	  the	  questions	  posed	  by	  Molinas,	  the	  answers	  and	  conclusions	  drawn	  are	  as	  follows:	  1. Spain’s	  political	  class	  does	  not	  have	  a	  diagnosis	  for	  the	  crisis	  in	  Spain	  because	  the	  crisis	  is	  caused	  by	  rent-­‐seeking	  mechanisms	  and	  for	  obvious	  reasons	  the	  beneficiaries	  would	  never	  admit	  this.	  Instead,	  according	  to	  Molinas,	  the	  politicians	  explain	  the	  crisis	  as	  a	  natural	  disaster.	  	  2. This	  is	  also	  the	  reason	  why	  the	  politicians	  have	  not	  developed	  any	  long-­‐term	  strategy	  because	  eventually	  any	  comprehensive	  long-­‐term	  plan	  would	  imply	  breaking	  with	  the	  beneficial	  rent-­‐seeking	  system.	  3. None	  of	  the	  politicians	  takes	  responsibility	  and	  apologizes	  for	  their	  actions	  but	  instead	  they	  protect	  and	  defend	  their	  own	  positions	  and	  particular	  interests.	  4. Spanish	  politicians’	  resentment	  towards	  investment	  in	  innovation,	  education,	  research	  and	  science,	  despite	  the	  obvious	  arguments	  available	  to	  invest	  in	  these	  areas,	  stems	  well	  with	  the	  theory	  of	  ‘extractive	  elites’.	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  25	  Acemoglu	  and	  Robinson	  (2013)	  26	  Molinas	  (2013)	  p.	  177	  
	  23	  
All	  in	  all,	  Molinas	  argues	  that	  it	  is	  reasonable	  to	  apply	  the	  theory	  of	  ‘extractive	  elites’	  on	  the	  political	  class	  in	  Spain27.	  	  
3.1.6	  Predictions	  about	  the	  future	  of	  Spain	  Having	  described	  Molinas’	  established	  theory	  and	  critique	  of	  the	  political	  class	  in	  Spain	  the	  next	  step	  is	  to	  look	  at	  what	  it	  says	  about	  the	  future	  for	  the	  country.	  As	  Molinas	  points	  out	  repeatedly,	  the	  crucial	  factor	  and	  background	  for	  his	  forecast	  is	  the	  destructive,	  particular	  interest	  of	  the	  politicians	  to	  keep	  the	  system	  of	  rent	  capturing	  intact.	  The	  problem	  here	  is	  that	  structural	  reforms	  to	  reduce	  spending	  in	  public	  administration,	  as	  Molinas	  suggest,	  stands	  in	  deep	  contrast	  to	  the	  rent-­‐seeking	  mechanism	  of	  todays	  system.	  This	  makes	  it	  very	  unlikely	  that	  the	  politicians	  will	  give	  up	  their	  personal	  benefits	  to	  make	  the	  necessary	  reforms	  that	  will	  be	  in	  the	  general	  interest	  of	  the	  country.	  Accordingly,	  initiatives	  towards	  making	  the	  country	  more	  competitive	  are	  impeded	  by	  the	  same	  problem	  of	  the	  elite’s	  reluctance	  to	  reform	  and	  abolish	  the	  “grey	  zone”	  between	  the	  public	  administrations	  and	  the	  private	  sector.	  Molinas	  claims	  that	  actions	  taken	  by	  politicians	  and	  governments	  so	  far	  has	  been	  restricted	  to	  cuts	  and	  austerity	  measures	  which	  do	  not	  have	  the	  same	  long	  term	  benefits	  as	  reforms	  and	  will	  only	  have	  negative	  consequences	  for	  the	  population.	  Moreover,	  he	  states	  that	  in	  the	  absence	  of	  far-­‐reaching	  reforms	  the	  ultimate	  consequence	  will	  be	  that	  Spain	  will	  leave	  the	  EMU,	  partly	  voluntarily	  and	  partly	  because	  it	  will	  not	  live	  up	  to	  the	  budget	  stability	  requirements	  and	  other	  demands	  set	  by	  other	  member	  states28.	  Thus	  Molinas	  predicts	  that	  the	  majority	  parties	  in	  Spain	  will	  start	  to	  preach	  a	  “pro-­‐pesata”	  sentiment	  to	  the	  public	  and	  explain	  the	  cuts	  and	  austerity	  measures	  as	  foreign	  imposition.	  Molinas	  claims	  that	  this	  scenario	  will	  out	  play	  itself	  sooner	  rather	  than	  later29.	  Furthermore	  he	  makes	  it	  clear	  that	  if	  this	  happens,	  which	  he	  predicts	  to	  be	  very	  likely	  and	  very	  hard	  to	  avoid,	  it	  will	  have	  devastating	  consequences	  for	  the	  country.	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3.2	  Molinas	  and	  other	  theoretical	  concepts	  The	  cautious	  reader	  will	  have	  noticed	  that	  Molinas’	  theory	  contains	  elements	  and	  implicit	  references	  to	  other	  theoretical	  concepts	  and	  definitions.	  In	  order	  to	  understand	  the	  theory	  it	  is	  therefor	  necessary	  to	  make	  certain	  theoretical	  references	  and	  highlight	  key	  concepts	  and	  definitions,	  which	  can	  be	  traced	  back	  to	  other	  theoretical	  lines	  of	  thought.	  Hence	  the	  objective	  of	  this	  part	  of	  the	  thesis	  is	  to	  discuss	  and	  compare	  Molinas	  with	  existing	  literature	  in	  political	  science	  in	  order	  to	  position	  him	  among	  other	  theoretical	  approaches.	  One	  of	  the	  references	  though	  has	  already	  been	  made	  clear	  by	  Molinas	  himself	  as	  he	  explicitly	  makes	  the	  link	  between	  the	  political	  class	  in	  Spain	  and	  the	  theory	  of	  “extractive	  elites”	  by	  Acemoglu	  and	  Robinson.	  	  
3.2.1	  Rational	  choice	  and	  principal-­‐agent	  theory	  In	  the	  following	  we	  will	  focus	  on	  and	  refer	  to	  aspects	  of	  the	  Molinas’	  theory	  where	  elements	  of	  rational	  choice	  theory	  and	  other	  concepts	  come	  to	  the	  front.	  First	  of	  all	  we	  can	  mention	  the	  way	  Molinas	  describes	  the	  problem	  of	  the	  self-­‐interest	  of	  the	  politicians	  versus	  the	  collective	  good.	  Here	  we	  can	  relate	  to	  rational	  choice,	  principal-­‐agent	  theory,	  or	  more	  precisely,	  lines	  can	  be	  drawn	  to	  the	  so-­‐called	  ‘principal-­‐agent	  problem’	  in	  political	  contexts.	  The	  principal-­‐agent	  problem	  refers	  to	  the	  problem	  of	  “keeping	  the	  hired	  hand	  (the	  agent)	  
responsiveness	  to	  the	  needs	  of	  the	  employer	  (the	  principal)”30.	  In	  our	  case	  the	  agent	  would	  be	  the	  political	  elite/class	  and	  the	  principal	  would	  be	  the	  Spanish	  citizen.	  As	  we	  have	  seen,	  Molinas	  emphasizes	  that	  there	  is	  a	  conflict	  between	  the	  particular	  interest	  of	  Spain’s	  political	  class	  and	  Spain’s	  general	  interest31.	  Furthermore	  he	  stresses	  the	  persistence	  of	  problems	  of	  institutional	  character	  and	  issues	  in	  terms	  of	  holding	  the	  politician	  accountable	  for	  their	  actions	  in	  the	  country.	  In	  rational	  choice	  theory	  it	  is	  suggested	  that	  the	  key	  to	  solve	  such	  problems	  is	  to	  secure	  the	  control	  of	  the	  agents	  by	  setting	  up	  necessary	  rules	  and	  structures	  so	  that	  the	  self-­‐interested	  rational	  choice	  of	  the	  agent	  (the	  politicians)	  coincide	  with	  the	  desires	  of	  the	  principal	  (the	  people)32.	  Furthermore	  in	  rational	  choice,	  this	  conflict	  gives	  rise	  to	  the	  notions	  of	  “responsiveness”	  and	  “the	  problem	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  31	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of	  commitment”.	  In	  a	  political	  context	  the	  principal-­‐agent	  problem	  can	  also	  be	  described	  as	  a	  “constituent-­‐beneficiary-­‐agent	  problem”	  where	  three	  different	  groups	  or	  classes	  of	  persons	  can	  be	  identified.	  In	  this	  case	  the	  politicians	  or	  political	  leaders	  are	  once	  again	  the	  agents	  who	  determine	  the	  policies.	  On	  the	  other	  hand	  we	  have	  the	  constituents	  (principals	  or	  voters)	  that	  comprises	  those	  who	  determine	  the	  tenure	  of	  the	  politicians,	  and	  finally,	  a	  group	  of	  beneficiaries	  who	  benefit	  from	  the	  policies	  adopted33.	  The	  mentioned	  “benefits”	  can	  also	  be	  considered	  as	  “rents”,	  which	  makes	  the	  parallel	  to	  Molinas’	  notion	  of	  rent	  seeking	  rather	  clear.	  Molinas	  argues	  that	  the	  politicians	  are	  rent	  seeking	  and	  not	  responsive	  to	  the	  needs	  of	  the	  citizen,	  thus	  in	  relation	  to	  our	  rational	  choice	  model,	  the	  agent	  (the	  policy-­‐maker)	  and	  the	  beneficiary	  is	  the	  same	  person/group,	  namely	  the	  political	  class.	  According	  to	  rational	  choice,	  the	  problem	  of	  responsiveness	  is	  further	  complicated	  because	  “the	  agent”	  is	  not	  one,	  identifiable	  person,	  but	  instead	  it	  comprises	  a	  group	  of	  many	  politicians	  and	  officials,	  which	  makes	  it	  hard	  to	  identify	  who	  is	  really	  responsible.	  This	  also	  goes	  for	  “the	  constituent”,	  the	  people	  who	  have	  different	  priorities,	  and	  the	  “beneficiary”	  where	  benefits	  cannot	  be	  clearly	  defined	  and	  are	  not	  always	  the	  same	  for	  everyone34.	  	  It	  seems	  reasonable	  and	  rather	  convincing	  to	  make	  the	  link	  between	  Molinas’	  theory	  of	  the	  political	  class	  and	  the	  rational	  choice,	  agent-­‐principal	  problem.	  But	  the	  problems	  that	  the	  author	  outlines	  and	  emphasizes	  also	  extend	  to	  other	  closely	  related	  aspects	  about	  the	  political	  system	  in	  Spain,	  the	  institutional	  setup	  and	  the	  functioning	  of	  the	  bureaucracy,	  which	  will	  be	  the	  focus	  of	  the	  next	  section.	  	  
3.2.2	  Peter	  Evans:	  Bureaucracy,	  rent-­‐seeking	  and	  embedded	  autonomy	  As	  we	  have	  seen	  in	  the	  previous	  Molinas	  argues	  that	  the	  malfunctioning	  of	  the	  political	  and	  bureaucratic	  structures	  derives,	  at	  least	  partly	  from	  the	  history	  of	  the	  country	  and	  the	  transition	  to	  democracy.	  Transition	  processes,	  state	  formation,	  varieties	  of	  political	  systems	  and	  society	  models	  has	  for	  long	  been	  hot	  topics	  in	  political	  science	  and	  given	  way	  to	  much	  theoretical	  debate.	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Peter	  Evans,	  for	  instance,	  engages	  with	  the	  debate	  about	  state	  formation,	  state/society	  relations,	  state	  forms,	  and	  hence	  we	  will	  now	  look	  at	  some	  of	  his	  arguments	  and	  observations	  in	  relation	  to	  Molinas’	  theory.	  In	  his	  paper,	  “Predatory,	  developmental,	  and	  other	  Apparatuses:	  A	  Comparative	  Political	  
Economy	  Perspective	  on	  the	  Third	  World	  State	  (1989)”35,	  Evans	  presents	  three	  developmental	  stages	  for	  states	  and	  outlines	  what	  constitutes	  an	  effective	  and	  well-­‐functioning	  state	  apparatus.	  In	  this	  he	  deals	  with	  themes	  such	  as	  rent-­‐seeking,	  economic	  transformation,	  and	  the	  role	  and	  size	  of	  states/bureaucracies,	  which	  makes	  it	  interesting	  to	  look	  at	  his	  findings	  in	  relation	  to	  Molinas.	  Discussing	  aspects	  of	  the	  Neoutilitarian	  ideas	  of	  state/market	  relations	  and	  including	  prominent	  thinkers	  such	  as	  Weber,	  Gerschenkron	  and	  Hirschman,	  Evans	  outlines	  three	  country-­‐cases,	  each	  one	  of	  them	  representing	  a	  certain	  developmental	  stage.	  	  The	  neoutilitarian	  view	  focusing	  on	  state/market	  relations	  is	  highly	  critical	  of	  the	  idea	  of	  states	  playing	  a	  positive	  role	  in	  shaping	  and	  developing	  states.	  The	  argument	  goes	  accordingly	  that	  “the	  sphere	  of	  state	  action	  should	  be	  reduced	  to	  a	  
minimum,	  and	  bureaucratic	  control	  should	  be	  replaced	  by	  market	  mechanisms	  
wherever	  possible”36.	  The	  argument	  here	  is	  based	  on	  the	  assumption	  that	  incumbents	  in	  public	  office	  and	  all	  other	  social	  actors	  are	  rent	  seeking,	  rational	  maximizers.	  In	  relation	  to	  Molinas,	  we	  have	  seen	  that	  he	  is	  certainly	  also	  sceptical	  about	  the	  rent-­‐seeking	  mentality	  of	  the	  bureaucrats	  and	  politicians	  in	  Spain	  however	  he	  seems	  more	  convinced	  about	  the	  idea	  of	  reforming	  the	  bureaucracy	  and	  the	  functioning	  of	  the	  state,	  rather	  than	  abolishing	  it.	  While	  Evans	  argues	  that	  rent-­‐seeking	  can	  definitely	  be	  an	  important	  factor	  and	  a	  determining	  aspect	  of	  the	  functioning	  of	  some	  states,	  he	  makes	  it	  clear	  that	  the	  neoutilitarian	  understanding	  does	  not	  provide	  us	  with	  the	  full	  picture	  of	  how	  we	  should	  analyse	  the	  functioning	  and	  the	  development	  of	  states.	  This	  leads	  us	  to	  the	  rather	  different	  Weberian	  view	  on	  state	  activity	  and	  state	  formation.	  Here,	  Evans	  notes	  that	  the	  state	  and	  the	  bureaucracy	  are	  seen	  to	  play	  a	  crucial	  and	  positive	  role	  for	  the	  functioning	  of	  the	  capitalist	  state,	  where	  bureaucrats	  and	  individuals	  view	  the	  pursuance	  of	  the	  common	  good	  as	  a	  goal	  and	  as	  the	  best	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mean	  to	  obtain	  individual	  success.	  According	  to	  this	  argument	  the	  bureaucrats	  should	  be	  subject	  to	  a	  rewarding	  status,	  which	  would	  enhance	  the	  efficacy	  of	  the	  bureaucracy.	  Moreover	  Evans	  states	  that,	  “meritocratic	  recruitment	  and	  the	  
provision	  of	  opportunities	  for	  long-­‐term	  career	  rewards	  was	  also	  central	  to	  the	  
bureaucracy’s	  effectiveness”37.	  The	  issue	  of	  recruitment	  is	  also	  pinpointed	  in	  Molinas’	  theory	  and	  critique.	  Thus,	  he	  claims	  that	  the	  decentralization	  process	  in	  Spain	  and	  the	  delegation	  of	  power	  to	  the	  regions	  was	  highly	  characterized	  by	  quite	  the	  opposite	  of	  meritocratic	  recruitment,	  namely	  a	  politicized	  patronage	  system,	  and	  that	  this	  historic	  process	  has	  left	  a	  remarkable	  scar	  on	  the	  state	  today	  and	  the	  effectiveness	  of	  the	  bureaucracy.	  	  As	  mentioned	  above,	  Evans	  also	  refers	  to	  Gerschenkron	  and	  Hirschman	  in	  his	  discussion	  of	  state	  development	  and	  state/market	  relations.	  Similar	  to	  Weber	  they	  emphasize	  the	  role	  of	  the	  state	  but	  goes	  further	  than	  Weber	  to	  talk	  about	  a	  more	  direct	  involvement	  of	  the	  state	  in	  the	  economy	  and	  the	  market.	  The	  entrepreneurship	  of	  the	  state	  is	  here	  crucial	  to	  the	  development	  of	  states,	  meaning	  that	  states	  need	  to	  invest	  and	  engage	  in	  productive	  activities	  in	  order	  to	  “provide	  disequilibrat	  ing	  incentives	  to	  induce	  private	  capitalists	  to	  invest	  and	  the	  
same	  time	  be	  ready	  to	  alleviate	  bottlenecks	  that	  are	  creating	  disincentives	  to	  
investment”38.	  According	  to	  this,	  a	  state	  that	  is	  more	  embedded	  in	  society	  is	  suggested.	  	  While	  Molinas	  criticizes	  the	  functioning	  of	  the	  Spanish	  state	  apparatus	  and	  the	  bureaucracy,	  the	  critique	  does	  not	  directly	  concern	  state	  embeddedness	  and	  state	  involvement	  on	  the	  marked,	  as	  described	  above.	  Having	  said	  this	  though,	  he	  does	  make	  some	  remarks	  and	  recommendations	  about	  entrepreneurship	  and	  innovation,	  and	  what	  the	  politicians	  in	  office	  should	  do	  in	  order	  to	  meliorate	  the	  Spanish	  economy	  and	  to	  make	  the	  market	  more	  dynamic	  and	  attractive.	  	  	  Turning	  to	  Evans’	  three	  case	  studies,	  the	  first	  revolves	  around	  the	  state	  of	  Zaire,	  which	  he	  characterizes	  as	  a	  “predatory”	  state.	  Evans	  describes	  the	  state	  of	  Zaire	  as	  predatory	  because,	  “the	  preoccupation	  of	  the	  political	  class	  with	  rent-­‐seeking	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has	  turned	  the	  rest	  of	  society	  into	  prey”39.	  Interestingly	  though,	  he	  emphasizes	  that	  this	  development	  does	  not	  seem	  to	  be	  a	  result	  of	  an	  “oversized”	  state	  apparatus,	  as	  would	  be	  a	  straightforward	  neoutilitarian	  explanation.	  Rather	  the	  situation	  should	  be	  seen	  as	  a	  consequence	  of	  an	  almost	  non-­‐existent	  state	  or	  a	  state	  without	  autonomy	  where	  the	  “invisible	  hand	  of	  the	  market”	  dominates	  the	  administrative	  body	  and	  where	  everything	  is	  for	  sale40.	  Molinas’	  description	  of	  the	  political	  class	  in	  Spain	  has	  some	  similarities	  with	  the	  characteristics	  of	  the	  predatory	  state	  but	  it	  would	  be	  harsh	  to	  compare	  Spain	  to	  Zaire.	  According	  to	  Molinas	  the	  problem	  in	  Spain	  is	  not	  so	  much	  the	  amount	  and	  degree	  of	  involvement	  of	  the	  state	  but	  rather	  the	  way	  of	  involvement	  and	  the	  mere	  functioning	  of	  the	  bureaucracy.	  	  In	  the	  second	  case	  Japan	  is	  used	  as	  an	  example	  of	  a	  “developmental	  state”.	  Evans	  describes	  Japan	  as	  a	  healthy	  and	  well-­‐functioning	  state	  with	  a	  stable	  and	  effective	  bureaucracy.	  His	  arguments	  for	  this	  assessment	  are	  based	  on	  several	  factors	  among	  which	  we	  find	  the	  importance	  of	  internal	  and	  informal	  networks	  inside	  the	  bureaucracy	  and	  also	  meritocracy.	  These	  so-­‐called	  internal	  networks	  and	  structure	  are	  seen	  to	  have	  significance	  for	  the	  coherence	  of	  the	  bureaucracy.	  Hence	  Evans	  states	  “That	  formal	  competence,	  rather	  than	  clientelistic	  ties	  or	  
traditional	  loyalties,	  is	  the	  prime	  requirement	  for	  entry	  into	  the	  network,	  makes	  it	  
much	  more	  likely	  that	  effective	  performance	  will	  be	  a	  valued	  attribute	  among	  loyal	  
members	  of	  the	  various	  batsu”41.	  Another	  factor	  emphasized	  by	  Evans	  is	  the	  state	  apparatus’	  external	  ties	  to	  the	  private	  sector.	  Thus,	  the	  notion	  of	  ‘embedded	  autonomy’	  that	  Evans	  stresses	  reflects	  a	  combination	  of	  an	  autonomous,	  coherent	  bureaucracy,	  emphasized	  by	  Weber,	  meritocracy	  and	  strong	  external	  ties	  to	  the	  surrounding	  social	  structures	  proposed	  by	  Gerschenkron	  and	  Hirschman42.	  	  In	  relation	  to	  Molinas,	  it	  appears	  that	  the	  way	  Evans	  depicts	  the	  effective	  developmental	  state	  fits	  well	  with	  the	  way	  Molinas	  criticizes	  the	  bureaucracy	  and	  the	  state	  in	  Spain	  and	  more	  importantly,	  what	  Molinas	  claims	  to	  be	  lacking	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in	  the	  country,	  namely	  a	  well	  functioning	  state	  apparatus.	  Molinas	  is	  certainly	  not	  satisfied	  with	  the	  internal	  structure	  and	  the	  existing	  ties	  between	  the	  bureaucracy	  and	  the	  private	  sector	  in	  Spain.	  Also,	  meritocracy	  as	  an	  important	  feature	  of	  the	  effective	  bureaucracy	  is	  something	  that	  Molinas	  misses	  in	  Spain	  where	  recruitment	  is	  based	  on	  clientelistic	  relations	  and	  patronage,	  he	  argues.	  	  	  In	  the	  intermediary	  case	  of	  Brazil,	  both	  elements	  from	  the	  predatory	  and	  the	  developmental	  state	  can	  be	  found.	  The	  state	  and	  the	  bureaucracy	  are	  not	  as	  predatory	  and	  malfunctioning	  as	  in	  the	  case	  of	  the	  predatory	  state	  but	  the	  effectiveness,	  the	  internal	  structures	  and	  external	  ties	  are	  neither	  as	  well	  functioning	  as	  in	  the	  case	  of	  the	  developmental	  state.	  As	  Evans	  puts	  it,	  in	  the	  intermediary	  case	  there	  are	  so-­‐called	  “pockets	  of	  efficiency”	  in	  the	  bureaucracy,	  which	  have	  the	  necessary	  and	  proper	  internal	  structure,	  and	  have	  healthy	  and	  institutionalized	  links	  with	  the	  private	  sector43.	  On	  the	  other	  hand,	  other	  parts	  of	  the	  bureaucracy	  are	  characterized	  by	  quite	  the	  opposite	  making	  the	  apparatus,	  as	  a	  hole,	  incoherent	  and	  unstable.	  Hence	  Evans	  concludes;	  “The	  principal	  difference	  between	  the	  Brazilian	  state	  and	  the	  archetypal	  
developmental	  state	  is	  that	  embedded	  autonomy	  is	  a	  partial	  rather	  than	  global	  
attribute	  in	  the	  Brazilian	  case.	  The	  impossibility	  of	  constructing	  a	  global	  embedded	  
autonomy	  is	  in	  turn	  rooted	  both	  in	  the	  lack	  of	  internal	  organizational	  capacity	  and	  
in	  the	  greater	  challenge	  posed	  by	  Brazil’s	  complex	  and	  contentious	  elite	  
structure”44	  	  As	  we	  have	  seen	  above	  the	  points	  made	  by	  Evans	  suggest	  that	  state	  and	  bureaucratic	  structures	  are	  extremely	  important	  for	  the	  development	  and	  for	  the	  functioning	  of	  the	  state.	  Moreover,	  and	  in	  relation	  to	  Molinas’	  theory	  of	  the	  political	  class	  in	  Spain,	  it	  highlights	  that	  in	  order	  to	  avoid	  the	  predatory	  behaviour	  that	  Molinas’	  claim	  to	  be	  characterizing	  the	  politicians	  in	  Spain,	  necessary	  bureaucratic,	  structural	  and	  institutional	  reforms	  would	  be	  necessary	  to	  create	  incentives	  for	  politicians	  to	  act	  in	  accordance	  with	  the	  common	  good	  instead	  of	  their	  self-­‐interest.	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For	  a	  more	  excessive	  assessment	  of	  the	  theme	  of	  state	  development	  and	  “embedded	  autonomy”,	  see	  Peter	  Evans’	  publication	  “Embedded	  Autonomy:	  States	  
and	  Industrial	  Transformation	  (1995)”45.	  
3.2.3	  Clientelisme,	  patronage	  and	  path-­‐dependency	  The	  next	  themes	  and	  theoretical	  concepts	  that	  we	  will	  delve	  into	  and	  discuss	  are	  clientelisme,	  patronage	  and	  path-­‐dependency.	  As	  we	  have	  seen	  Molinas	  several	  times	  refers	  to	  the	  politicians’	  problematic	  relationship	  and	  involvement	  in	  the	  public	  sector	  and	  what	  he	  calls	  a	  politicized	  patronage	  system46.	  The	  critique	  also	  extends	  to	  recruitment	  in	  the	  public	  sphere	  and	  Molinas	  argues	  that	  some	  of	  these	  structures	  and	  procedures	  can	  be	  traced	  back	  to	  what	  happened	  during	  the	  transition	  period.	  The	  concepts	  of	  clientelisme	  and	  patronage	  are	  often	  mixed	  and	  patronage	  is	  often	  regarded	  as	  a	  type	  of	  clientelism.	  In	  the	  following	  we	  will	  examine	  the	  definitions	  and	  the	  significance	  of	  these	  terms.	  While	  Joseph	  Lapalombara	  has	  carried	  out	  significant	  research	  in	  the	  area	  of	  clientelism	  coining	  concepts	  such	  as	  clientela	  and	  parentela,	  other	  scholars	  have	  closely	  studied	  and	  occupied	  themselves	  with	  the	  notion	  of	  patronage.	  	  In	  “Politics	  Within	  Nations	  (1974)”	  Lapalombara	  exhibits	  his	  findings	  on	  clientelism	  based	  on	  observation	  of	  the	  matter	  in	  Italy47.	  “Clientela”	  and	  “parentela”	  refers	  to	  two	  sorts	  of	  clientelistic	  relationship	  between	  interests	  groups	  and	  “centers	  of	  policy	  making”48.	  The	  former	  indicates	  interest	  groups-­‐bureaucracy	  relations	  while	  the	  latter	  is	  related	  to	  the	  relationship	  between	  interest	  groups	  and	  political	  parties,	  as	  Rainer	  Eising	  puts	  it49.	  Moreover	  Lapalombara	  states	  that	  in	  clientela	  relationships,	  “the	  interest	  group	  gains	  
access;	  in	  exchange	  it	  provides	  the	  administrators	  with	  certain	  kinds	  of	  assistance,	  
above	  all	  with	  certain	  guarantees	  that	  it	  can	  help	  the	  agency	  survive	  and	  get	  its	  job	  
done”50.	  Meanwhile	  parentela	  relationships,	  “implies	  a	  kind	  of	  political	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consanguinity,	  a	  tight	  family-­‐type	  relationship	  where	  sharp	  distinction	  is	  made	  
between	  insiders	  and	  outsider”51.	  Jonathan	  Hopkin	  is	  another	  scholar	  who	  has	  done	  research	  on	  the	  topic	  of	  clientelism	  and	  in	  the	  paper	  “Conceptualizing	  Political	  Clientelism:	  Political	  
exchange	  and	  Democratic	  Theory”,	  he	  discusses	  the	  concept	  and	  also	  focuses	  on	  the	  challenges	  posed	  by	  clientelism	  towards	  society52.	  Here	  he	  defines	  political	  clientelism	  as	  “the	  distribution	  of	  selective	  benefits	  to	  individuals	  and	  clearly	  
defined	  groups	  in	  exchange	  for	  political	  support”	  and	  that	  “clientelism	  is	  a	  form	  of	  
personal,	  dyadic	  exchange	  usually	  characterized	  by	  a	  sense	  of	  obligation,	  and	  often	  
also	  by	  an	  unequal	  balance	  of	  power	  between	  those	  involved”53.	  As	  we	  have	  seen	  earlier	  Molinas	  discusses	  the	  persistence	  of	  a	  “politicized	  
patronage	  system”	  and	  “el	  capitalismo	  castizo”,	  and	  his	  description	  of	  what	  these	  terms	  entail	  seems	  to	  fit	  well	  into	  the	  patterns	  and	  processes	  of	  clientelism	  that	  have	  been	  outlined	  above.	  Moreover,	  as	  Hopkin	  argues,	  clientelism	  is	  somehow	  a	  rather	  broad	  concept	  because	  it	  covers	  various	  and	  very	  diverse	  processes	  of	  political	  exchange,	  which	  can	  include	  both	  goods	  and	  services	  such	  as	  jobs,	  rent,	  social	  acts	  and	  loyalty54.	  	  Molinas	  points	  out	  that	  during	  the	  decentralization	  process	  in	  Spain	  new	  institutions	  were	  established	  and	  politicians	  were	  able	  to	  recruit	  and	  appoint	  the	  staff	  in	  the	  new	  regional	  governments	  and	  public	  offices.	  Again	  this	  fits	  well	  with	  the	  point	  made	  by	  Hopkin	  where	  he	  emphasizes	  that	  the	  growing	  role	  of	  state	  apparatuses	  and	  hereby	  also	  an	  expansion	  of	  state	  personnel	  in	  many	  countries	  have	  been	  exploited	  by	  political	  parties	  appointing	  party	  affiliates	  to	  these	  new	  government	  institutions	  and	  public	  offices55.	  Interestingly,	  Hopkin	  uses	  exactly	  the	  case	  of	  Spain	  and	  the	  Spanish	  Socialist	  Party	  to	  illustrate	  his	  point	  stating	  that	  “The	  Spanish	  Socialist	  Party,	  which	  won	  power	  in	  1982,	  at	  a	  very	  early	  stage	  in	  
its	  organisational	  development,	  by	  1987	  had	  appointed	  25,000	  new	  state	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functionaries	  bypassing	  the	  public	  administration’s	  normal	  recruitment	  
procedures”56.	  	  As	  mentioned,	  Hopkin	  also	  emphasizes	  what	  kind	  of	  problems	  or	  challenges	  clientelism	  can	  inflict	  on	  society.	  One	  of	  these	  possible	  challenges	  referred	  to,	  regards	  the	  competiveness	  of	  the	  electoral	  process	  and	  the	  issue	  of	  holding	  politicians	  accountable.	  Hopkin	  states	  that,	  “If	  longstanding	  political	  ties	  insulate	  
politicians	  from	  the	  consequences	  of	  their	  mistakes	  or	  abuses	  of	  power,	  then	  the	  
electoral	  process	  will	  not	  be	  able	  to	  fulfil	  effectively	  its	  function	  of	  providing	  a	  
retrospective	  judgement	  on	  elite	  performance	  which	  prevents	  tyranny	  and	  assaults	  
on	  individual	  freedom”57.	  Here,	  specific	  reference	  can	  be	  made	  to	  Molinas’	  critique,	  namely	  his	  point	  about	  the	  Spanish	  politicians	  not	  being	  held	  accountable	  for	  their	  actions	  and	  failures	  during	  the	  period	  leading	  up	  to	  the	  financial	  crisis	  and	  their	  handling	  of	  the	  situation	  during	  the	  crisis58.	  	  Even	  though	  patronage	  is	  often	  regarded	  as	  a	  sub-­‐category	  to	  clientelism,	  in	  the	  following	  section	  we	  will	  turn	  to	  look	  more	  specifically	  on	  party	  patronage.	  Focusing	  on	  Southern	  European	  countries,	  in	  the	  paper	  “Southern	  European	  
Party	  Patronage	  in	  Comparative	  Perspective	  (2010)”,	  Mascio,	  Jalili,	  Pappas,	  Verge	  and	  Gomez,	  describe	  and	  compare	  party	  patronage	  practices	  and	  what	  lies	  behind	  these	  in	  terms	  of	  historic	  development	  and	  political	  institutionalisation59.	  The	  findings	  of	  this	  paper	  furthermore	  functions	  as	  a	  contribution	  to	  the	  publication	  of	  Kopecky,	  Mair	  and	  Spirova’s	  “Party	  Patronage	  and	  Party	  
Government	  in	  European	  Democracies	  (2012)”60.	  We	  will	  now	  have	  a	  look	  at	  what	  the	  chapter	  on	  Spain	  has	  to	  say	  about	  the	  theme.	  According	  to	  the	  contribution	  written	  by	  Gómez	  and	  Verge,	  we	  can	  define	  party	  patronage	  as	  “the	  appointment	  
of	  party	  activists	  and	  supporters	  in	  the	  public	  sector”61.	  The	  authors	  of	  the	  chapter	  highlights	  especially	  two	  factors	  that	  facilitated	  and	  made	  the	  case	  for	  party	  patronage	  in	  Spain	  in	  the	  transitions	  period.	  Party’s	  were	  created	  more	  or	  less	  at	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the	  same	  time	  as	  structures	  in	  the	  state	  and	  public	  administration	  was	  being	  significantly	  changed	  and	  while	  the	  initial	  moves	  towards	  the	  welfare	  state	  creation	  were	  made.	  Membership	  numbers	  in	  the	  parties	  were	  low	  which	  made	  it	  attractive	  to	  use	  public	  administration	  patronage	  in	  order	  to	  extend	  their	  influence,	  as	  we	  have	  also	  seen	  highlighted	  by	  Hopkin	  earlier.	  Secondly,	  a	  deep	  political	  decentralization	  increased	  the	  possibilities	  of	  multilevel	  party	  patronage,	  the	  authors	  argue62.	  	  In	  order	  to	  measure	  the	  scope	  of	  patronage	  in	  Spain,	  in	  the	  chapter,	  an	  empirical	  study	  is	  carried	  out	  across	  policy	  areas.	  One	  of	  the	  findings	  here	  refers	  to	  the	  actual	  legality	  and	  formal	  opportunity	  for	  parties	  to	  make	  use	  of	  party	  patronage	  across	  policy	  sectors.	  Here	  they	  discovered	  that,	  “In	  Spain	  political	  appointments	  
are	  actually	  allowed	  by	  the	  law	  in	  every	  single	  institutional	  type.	  Furthermore	  
there	  is	  no	  discrepancy	  either	  between	  measures	  of	  opportunity	  and	  current	  
practice	  of	  patronage.	  Thus,	  parties	  make	  use	  of	  all	  the	  existing	  opportunities	  to	  fill	  
political	  appointees”63.	  Reflecting	  these	  relatively	  favourable	  opportunities	  for	  political	  patronage	  across	  sectors,	  Gómez	  and	  Verge	  settle	  that	  patronage	  is	  quite	  widespread	  across	  policy	  areas	  and	  institutions	  but	  also	  discover	  that	  the	  main	  part	  of	  the	  political	  recruitment	  concern	  top-­‐level	  positions	  rather	  than	  low	  and	  intermediate	  positions.	  Hence	  patronage	  reaches	  almost	  every	  policy	  area	  but	  not	  always	  in	  depth.	  	  One	  of	  the	  policy	  areas	  most	  exposed	  to	  patronage,	  according	  to	  the	  research	  of	  Gómez	  and	  Verge,	  is	  judiciary.	  As	  the	  general	  observation	  across	  policy	  areas	  shows	  above,	  the	  high	  level	  of	  patronage	  here	  is	  mostly	  restricted	  to	  top-­‐level	  positions.	  Thus	  the	  authors	  assert	  that	  “the	  degree	  of	  patronage	  in	  the	  judiciary	  is	  
striking	  and	  it	  is	  probably	  related	  to	  its	  current	  intense	  level	  of	  politicization”,	  and	  that	  “politicization	  is	  clear	  in	  the	  Supreme	  Court,	  the	  Constitutional	  Court	  and	  the	  
General	  Council	  of	  the	  Judiciary”64.	  These	  findings	  and	  the	  politicization	  of	  the	  judiciary	  and	  other	  sectors	  are	  seen	  as	  highly	  problematic	  according	  to	  the	  viewpoint	  of	  Molinas.	  He	  states	  that	  the	  politicization	  and	  politicians’	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colonization	  of	  these	  different	  legal	  institutions	  and	  also	  various	  economic	  institutions	  delegitimizes	  the	  state	  and	  the	  democratic	  system	  as	  a	  whole65.	  	  Another	  theme	  being	  dealt	  with	  in	  the	  research	  of	  Gómez	  and	  Verge	  is	  about	  the	  underlying	  motivation	  behind	  political	  patronage	  in	  Spain.	  As	  we	  have	  seen	  previously,	  party	  patronage	  seems	  to	  be	  most	  frequent	  at	  the	  top	  level	  and	  if	  we	  look	  at	  motivation	  factors	  this	  seems	  make	  sense.	  The	  result	  of	  the	  expert	  interviews	  carried	  out	  show	  that	  the	  main	  single	  motivation	  source	  is	  control	  (40%).	  These	  findings	  fits	  well	  together	  given	  that	  one	  would	  suppose	  the	  exercise	  of	  control	  to	  be	  higher,	  the	  closer	  to	  the	  top	  the	  political	  appointment	  gets66.	  Finally,	  the	  authors	  make	  the	  point	  that	  party	  patronage	  is	  not	  clientelism	  nor	  clientelistic	  exchange	  processes	  as	  we	  have	  defined	  earlier	  but	  rather	  a	  way	  of	  governing	  or	  an	  instrument	  for	  the	  governing	  parties.	  Hence	  they	  conclude,	  “Political	  parties	  are	  mostly	  the	  parties	  of	  public	  office,	  and	  make	  use	  of	  patronage	  
not	  in	  order	  to	  develop	  clientelistic	  practices	  or	  networks	  of	  support	  but	  to	  ensure	  
their	  control	  over	  the	  state.	  In	  this	  sense,	  patronage	  has	  become	  a	  mode	  of	  
governing”67.	  Given	  what	  we	  have	  seen	  in	  the	  assessment	  earlier,	  one	  could	  argue	  that	  the	  process	  of	  meritocratic	  recruitment	  based	  on	  formal	  competence	  and	  skills,	  described	  by	  Evans,	  stands	  in	  deep	  contrast	  to	  what	  political	  patronage	  entails.	  	  	  In	  the	  references	  made	  to	  the	  concepts	  of	  clientelism	  and	  patronage	  it	  seems	  clear	  that	  the	  practices	  and	  structures	  discovered	  to	  be	  present	  in	  Spain	  can	  partly	  be	  traced	  back	  to	  historical	  and	  institutional	  developments	  such	  as	  the	  transition	  period	  and	  the	  decentralization	  process.	  Accordingly,	  Molinas	  has	  also	  emphasized	  the	  significance	  of	  these	  events	  and	  developments	  and	  claims	  that	  they	  deliver	  part	  of	  the	  explanation	  of	  why	  we,	  in	  his	  opinion,	  today	  are	  witnessing	  an	  unhealthy	  and	  unsustainable	  political	  environment	  accompanied	  by	  a	  monstrous,	  rent	  seeking	  political	  class68.	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Path	  dependence	  and	  institutional	  development	  will	  be	  the	  focus	  of	  the	  next	  paragraph	  where	  we	  will	  briefly	  consider	  the	  contributions	  to	  this	  debate	  of	  Douglass	  North.	  We	  have	  already	  discussed	  the	  role	  of	  institutional	  structures	  such	  as	  the	  bureaucracy	  and	  party-­‐interest	  group	  relations	  but	  now	  we	  will	  seek	  to	  outline	  what	  determines	  these	  current	  structures	  and	  what	  is	  meant	  by	  the	  term,	  ‘path	  dependence’.	  In	  1990	  Douglass	  North’s	  published	  the	  book	  “Institutions,	  Institutional	  Change	  
and	  Economic	  Performance”69	  which	  have	  since	  then	  been	  used	  frequently	  by	  scholars	  when	  discussing	  the	  significance	  of	  historical	  and	  institutional	  developments	  across	  countries.	  Based	  on	  the	  book	  North	  had	  an	  article	  named	  “Institutions”	  published	  in	  the	  Journal	  of	  Economic	  Perspectives	  in	  1991	  where	  he	  defines	  institutions	  as	  “the	  humanly	  devised	  constraints	  that	  structure	  political,	  
economic	  and	  social	  interaction”70.	  He	  states	  that	  institutions	  consist	  both	  of	  informal	  constraints,	  such	  as	  traditions	  and	  codes	  of	  conduct,	  and	  formal	  rules	  such	  as	  constitutions	  and	  laws.	  Following	  this	  line	  of	  thought	  the	  evolution	  of	  institutions	  has	  great	  impact	  on	  history	  “as	  they	  evolve	  incrementally,	  connecting	  
the	  past	  with	  the	  present	  and	  the	  future”71.	  Because	  of	  this,	  historic	  economic	  performance	  should	  also	  be	  understood	  in	  the	  light	  of	  this	  development	  as	  institutions	  provide	  the	  underlying	  structure	  of	  the	  economy.	  In	  the	  article	  North	  discusses	  how	  institutions	  have	  evolved	  through	  time	  and	  his	  findings	  form	  the	  background	  for	  his	  emphasis	  on	  the	  question	  of	  why	  we	  have	  witnessed	  varied	  economic	  performance	  in	  different	  societies	  throughout	  the	  history	  and	  in	  today’s	  world.	  Moreover	  and	  to	  explain	  the	  complex	  influence	  of	  institutional	  structures	  North	  notes	  that;	  “Path	  dependence	  is	  more	  than	  the	  incremental	  process	  of	  institutional	  evolution	  in	  
which	  yesterday’s	  institutional	  framework	  provides	  the	  opportunity	  set	  for	  today’s	  
organizations	  and	  individual	  entrepreneurs	  (political	  or	  economic).	  The	  
institutional	  matrix	  consists	  of	  an	  interdependent	  web	  of	  institutions	  and	  
consequent	  political	  and	  economic	  organizations	  that	  are	  characterized	  by	  massive	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increasing	  returns.	  That	  is,	  the	  organizations	  owe	  their	  existence	  to	  the	  
opportunities	  provided	  by	  the	  institutional	  framework”72.	  As	  an	  example	  to	  illustrate	  the	  importance	  and	  influence	  of	  path	  dependence,	  North	  uses	  the	  case	  of	  institutional	  development	  in	  North	  America	  and	  Latin	  America	  led	  by	  England	  and	  Spain	  respectively.	  Here	  North	  argues	  that	  divergent	  paths	  established	  by	  England	  and	  Spain	  in	  the	  two	  regions	  have	  produced	  different	  institutional	  frameworks,	  which	  has	  delivered	  distinctive	  types	  of	  societies	  in	  terms	  of	  political	  stability,	  economic	  growth	  and	  realization	  of	  the	  potential	  of	  modern	  technology73.	  In	  relation	  to	  Molinas	  and	  his	  listing	  of	  the	  four	  historic	  factors	  that	  he	  emphasizes	  as	  having	  been	  significant	  for	  the	  circumstances	  of	  today,	  a	  clear	  reference	  can	  be	  made	  to	  path	  dependence	  and	  how	  both	  informal	  and	  formal	  characteristics	  of	  the	  transition	  have	  had	  a	  determining	  influence	  on	  the	  institutional	  structures	  in	  Spain	  today.	  	  
3.2.4	  Positioning	  Molinas	  in	  the	  debate	  In	  the	  previous	  we	  have	  introduced	  and	  outlined	  César	  Molinas’	  theory	  about	  the	  political	  class	  in	  Spain	  in	  an	  attempt	  to	  conceptualize	  his	  ideas	  and	  comprehend	  what	  lies	  behind	  his	  points	  of	  critique	  and	  resentment	  towards	  Spanish	  politicians.	  Having	  done	  so,	  the	  next	  step	  taken	  was	  to	  analyse	  Molinas	  in	  relation	  to	  other	  theoretical	  concepts	  in	  order	  to	  try	  to	  position	  the	  theory	  within	  the	  broader	  theoretical	  landscape.	  	  The	  book	  “Qué	  hacer	  con	  España”	  and	  the	  El	  País	  article	  “Theory	  of	  Spain’s	  
political	  class”	  by	  César	  Molinas	  seem	  to	  have	  woken	  the	  interest	  of	  many	  citizens,	  scholars	  and	  the	  media.	  Hence	  many	  articles	  and	  books	  dealing	  with	  the	  crisis	  in	  Spain	  acknowledge	  Molinas	  theory	  as	  an	  interesting	  new	  contribution	  to	  the	  debate	  about	  the	  crisis	  and	  the	  future	  of	  Spain74.	  	  Apart	  from	  the	  publications	  mentioned	  above	  Molinas	  is	  part	  of	  an	  initiative	  to	  change	  the	  law	  and	  rules	  applied	  to	  the	  political	  parties	  today.	  As	  we	  have	  seen	  while	  outlining	  Molinas’	  theory,	  changing	  the	  law	  of	  the	  political	  parties	  is	  regarded	  as	  one	  of	  most	  important	  steps	  in	  order	  to	  create	  a	  sound	  political	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  (1991),	  p.	  14	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  (1991),	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  (2013)	  &	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environment	  in	  Spain.	  Hence	  Molinas	  and	  three	  other	  prominent	  advocates,	  Elisa	  de	  la	  Nuez	  (lawyer),	  Carles	  Casajuana	  (former	  ambassador),	  Luis	  Garicano	  (LSE),	  have	  created	  a	  webpage	  named	  “por	  una	  nueva	  ley	  de	  partidos”	  where	  they	  emphasize	  the	  need	  for	  a	  new	  law	  of	  the	  political	  parties.	  Around	  27.000	  people	  have	  so	  far	  signed	  the	  manifest	  available	  on	  the	  webpage75.	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4.	  Analysis:	  Responding	  to	  the	  crisis	  in	  Spain	  In	  the	  subsequent	  section	  we	  will	  turn	  to	  analyse	  and	  discuss	  what	  has	  happened	  in	  Spain	  since	  the	  beginning	  of	  the	  crisis,	  by	  looking	  at	  the	  politicians’	  response	  to	  the	  crisis	  and	  the	  implementation	  of	  reforms.	  This	  will	  enable	  us	  critically	  to	  evaluate	  and	  address	  Molinas’	  theory,	  assess	  the	  Spanish	  politicians’	  role	  in	  creating	  and	  handling	  the	  crisis,	  and	  to	  investigate	  how	  the	  reform	  records	  correspond	  with	  the	  Molinas’	  critique	  of	  the	  politicians’	  inaction	  and	  reluctance	  to	  change.	  Not	  surprisingly,	  there	  are	  many	  different	  perceptions	  and	  views	  on	  the	  crisis,	  which	  we	  will	  try	  to	  cover	  by	  discussing	  several	  contributions	  to	  the	  debate	  in	  a	  critical	  manner.	  Hence	  the	  succeeding	  section	  will	  follow	  the	  logic	  of	  a	  structure	  where	  we	  will	  initially	  focus	  on	  the	  causal	  factors	  of	  the	  crisis	  and	  then	  move	  on	  to	  delve	  on	  the	  development	  of	  the	  crisis	  and	  the	  reform	  processes.	  
4.1	  From	  boom	  to	  bust	  Initially,	  we	  will	  have	  a	  closer	  look	  at	  what	  led	  up	  to	  the	  crisis	  taking	  into	  account	  the	  reflections	  of	  Bonnie	  N.	  Field	  and	  Alfonso	  Botti	  in	  “Politics	  and	  Society	  in	  
Contemporary	  Spain;	  From	  Zapatero	  to	  Rajoy”76,	  among	  other	  sources	  such	  as	  contributions	  from	  international	  organisations	  and	  statistical	  institutes.	  The	  book	  written	  by	  Field	  and	  Botti	  is	  part	  of	  a	  publication	  series	  from	  Palgrave	  Macmillan	  under	  the	  title,	  “Europe	  in	  Transition”,	  which	  includes	  various	  assessments	  of	  the	  latest	  political	  and	  economic	  development	  in	  European	  countries.	  	  	  When	  considering	  the	  role	  of	  the	  politicians	  in	  the	  crisis,	  if	  we	  look	  at	  the	  period	  just	  before	  the	  crisis	  hit,	  Spanish	  politicians	  enjoyed	  much	  praise	  from	  the	  rest	  of	  the	  world	  for	  having	  produced	  incomparable	  economic	  growth	  numbers	  and	  healthy	  macroeconomic	  indicators77.	  Meanwhile,	  this	  picture	  cracked	  when	  it	  became	  apparent	  that	  the	  crisis	  had	  hit	  Spain	  and	  the	  country	  was	  suddenly	  one	  of	  the	  countries	  in	  Europe	  with	  the	  most	  alarming	  issues	  and	  problems	  to	  deal	  with.	  This	  contrast	  can	  be	  illustrated	  by	  looking	  at	  former	  Prime	  Minister	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Zapatero’s	  two	  terms	  in	  government,	  from	  2004-­‐2008	  and	  from	  2008-­‐2011,	  the	  former	  being	  a	  great	  success	  while	  the	  latter	  can	  be	  regarded	  as	  a	  mere	  catastrophe.	  As	  Field	  and	  Botti	  put	  it,	  “Accustomed	  to	  seeing	  itself	  (and	  to	  be	  seen)	  
as	  the	  architect	  of	  a	  model	  transition	  to	  democracy	  and	  economic	  successes,	  in	  
sharp	  contrast,	  Spain	  is	  now	  at	  the	  center	  of	  international	  attention	  for	  its	  
economic	  frailty,	  extremely	  high	  unemployment,	  and	  protest	  movements,	  such	  as	  
the	  indignados”78.	  However,	  the	  formulation,	  “center	  of	  international	  attention”	  seems	  somewhat	  dramatic	  given	  that	  Spain	  was	  not	  the	  only	  country	  in	  trouble,	  and	  in	  terms	  of	  public	  unrest	  and	  protests,	  the	  situation	  was	  arguably	  more	  intense	  in	  other	  countries	  such	  as	  Greece.	  Before	  Zapatero	  was	  elected	  in	  2004	  the	  country	  had	  undergone	  a	  positive	  economic	  development,	  which	  can	  be	  depicted	  by	  looking	  at	  the	  annual	  GDP	  growth	  in	  the	  years	  before	  the	  crisis,	  but	  this	  encouraging	  trend	  eventually	  came	  to	  an	  end	  in	  2009	  when	  Spain	  entered	  a	  recession79	  (see	  OECD	  country	  statistical	  profiles,	  Spain80).	  According	  to	  Field	  and	  Botti	  there	  are	  three	  main	  points	  to	  be	  outlined	  about	  the	  origins	  of	  the	  crisis	  in	  Spain81.	  1. The	  first	  thing	  to	  emphasize,	  as	  we	  have	  also	  seen	  above,	  is	  that	  the	  economy	  of	  Spain	  was	  generally	  regarded	  as	  healthy	  and	  showed	  impressive	  growth	  numbers.	  2. Second	  point	  made	  by	  the	  authors	  is	  related	  to	  the	  structure	  of	  the	  economy	  in	  the	  country.	  Hence,	  it	  is	  argued	  that	  there	  were	  crucial	  structural,	  economic	  problems	  and	  imbalances	  including	  low	  productivity,	  low	  competitiveness,	  a	  rigid	  labour	  market	  of	  insiders	  and	  outsiders	  with	  workers,	  subjects	  to	  either	  very	  low	  job	  security	  or	  very	  high	  job	  security.	  Furthermore	  the	  economic	  model	  was	  largely	  founded	  on	  the	  construction	  sector	  and	  on	  domestic	  consumption	  and	  when	  the	  crisis	  hit	  Spain,	  the	  country	  proved	  to	  be	  extremely	  vulnerable	  which	  resulted	  in	  a	  huge	  unemployment	  increase.	  	  3. The	  third	  point	  suggests	  that	  Zapatero	  is	  not	  solely	  to	  be	  blamed	  for	  not	  changing	  the	  economic	  model	  before	  the	  crisis.	  The	  argument	  here	  is	  that	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  Field	  &	  Botti	  (2013),	  p.	  3	  79	  Field	  &	  Botti	  (2013),	  p.	  4	  80	  OECD	  country	  statistical	  profiles,	  Spain	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even	  though	  something	  could	  and	  should	  have	  been	  done	  before	  the	  collapse	  of	  the	  economy,	  in	  reality	  much	  of	  the	  responsibility	  lies	  with	  both	  the	  PSOE	  and	  PP	  for	  having	  built	  this	  economic	  model	  in	  the	  previous	  decades.	  	  	  	  	  	  Zapatero	  has	  been	  criticized	  for	  his	  handling	  of	  the	  crisis	  and	  the	  critique	  mainly	  revolves	  around	  not	  having	  reacted	  in	  time	  and	  for	  denying	  or	  underestimating	  the	  scope	  of	  the	  crisis.	  Despite	  warnings	  from	  OECD	  and	  the	  European	  Commission	  regarding	  the	  economic	  model	  in	  Spain,	  “The	  executive	  led	  by	  Mr.	  
Zapatero	  argued	  first	  that	  there	  was	  no	  crisis	  and	  then	  blamed	  external	  factors	  
both	  for	  its	  inception	  and	  intensity”82.	  Furthermore	  the	  underestimation	  of	  the	  economic	  problems	  and	  continuity	  in	  the	  economic	  policy	  under	  Zapatero	  can	  be	  seen	  as	  a	  result	  of	  a	  economic	  legacy	  and	  previous	  years’	  economic	  policy	  also	  during	  periods	  in	  which	  the	  Partido	  Popular	  (PP)	  was	  in	  office.	  	  	  	  
Government	  History	  Time	   Party	   Prime	  Minister	  
1982-­‐1996	   PSOE	   Felipe	  González	  Márquez	  
1996-­‐2004	   PP	   José	  María	  Aznar	  
2004-­‐2011	   PSOE	   José	  Luis	  Rodríguez	  Zapatero	  
December	  2011-­‐	  	   PP	   Mariano	  Rajoy	  
	  Moreover	  Field	  and	  Botti	  argues	  that	  the	  scarcity	  of	  the	  performance	  of	  the	  Socialists	  (PSOE)	  before	  and	  during	  the	  crisis	  has	  produced	  not	  only	  economic	  problems	  but	  is	  also	  likely	  to	  have	  brought	  about	  headaches	  of	  political	  character.	  Hence	  they	  state	  that,	  “considerations	  about	  the	  economy	  have	  to	  be	  
placed	  in	  the	  context	  of	  a	  deep	  and	  multifaceted	  political	  crisis”83.	  They	  also	  note	  a	  sentiment	  held	  by	  many	  citizens	  in	  Spain	  emphasizing	  the	  need	  for	  a	  reform	  of	  the	  political	  system,	  which	  has	  been	  seen	  as	  undemocratic	  “both	  with	  regard	  to	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  &	  Botti	  (2013),	  p.	  103	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  &	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  (2013),	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  102	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the	  institutions	  as	  well	  as	  the	  functioning	  and	  representatives	  of	  the	  political	  
parties”84.	  This	  statement	  and	  perspective	  on	  the	  situation	  in	  Spain	  seems	  to	  be	  in	  line	  with	  the	  critique	  of	  Molinas,	  at	  least	  to	  some	  degree.	  However,	  while	  Field	  and	  Botti	  highlights	  the	  lack	  of	  action	  from	  the	  government	  of	  Zapatero,	  we	  should	  remember	  that	  the	  crisis	  came	  as	  a	  surprise	  (at	  least	  for	  most	  people)	  to	  most	  countries	  and	  furthermore	  that	  few	  people	  had	  predicted	  the	  degree	  of	  severity	  and	  scope	  of	  the	  crisis.	  Hence,	  the	  inability	  to	  foresee	  the	  consequences	  of	  the	  crisis	  and	  apply	  the	  right	  measures	  to	  react	  to	  it	  should	  not	  be	  regarded	  solely	  as	  a	  Spanish	  characteristic.	  	  Another	  factor	  having	  influenced	  the	  development	  of	  Spain	  in	  general	  and	  the	  development	  of	  the	  crisis	  is	  the	  EU.	  The	  EU	  has	  played	  a	  significant	  role	  in	  the	  handling	  of	  the	  crisis	  influencing	  and	  pressuring	  for	  austerity-­‐based	  policy	  measures.	  Furthermore	  Botti	  and	  Field	  stress	  that	  the	  membership	  of	  the	  EU	  and	  the	  EMU	  limited	  the	  possibilities	  of	  the	  Spanish	  government	  to	  make	  use	  of	  monetary	  policy	  in	  terms	  of	  devaluating	  its	  currency85.	  We	  should	  however	  be	  cautious	  in	  accepting	  this	  as	  a	  valid	  argument	  given	  that	  the	  policy	  instrument	  would	  not	  necessarily	  have	  eased	  the	  situation	  and	  solved	  any	  of	  the	  problems	  in	  the	  country	  due	  to	  the	  mainly	  short-­‐term	  positive	  effects	  of	  devaluation.	  	  
4.2	  Spain’s	  economic	  model	  and	  structural	  problems	  Moving	  on	  to	  approach	  the	  economic	  and	  structural	  aspects	  of	  the	  crisis,	  Field	  and	  Botti	  consider	  several	  factors	  to	  be	  important	  in	  explaining	  the	  persisting	  economic	  model	  in	  Spain	  before	  and	  in	  the	  beginning	  of	  the	  crisis.	  We	  have	  already	  touched	  upon	  some	  of	  these	  causal	  factor	  but	  to	  be	  sure	  and	  in	  accordance	  with	  the	  authors	  arguments,	  all	  these	  factors	  are	  perceived	  to	  be	  related	  to	  the	  so-­‐called	  “growth	  path”	  of	  Spain	  including	  the	  housing	  bubble,	  private	  indebtedness,	  the	  financial	  sector,	  the	  labour	  market	  and	  collective	  bargaining	  structures.	  Furthermore,	  it	  is	  also	  argued	  that	  these	  factors	  should	  be	  considered	  in	  a	  historic	  context.	  Thus,	  Field	  and	  Botti	  states	  that,	  “It	  is	  
accordingly	  necessary	  to	  adopt	  a	  longer-­‐term	  perspective	  when	  interpreting	  recent	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developments	  as	  the	  imbalances	  that	  characterized	  the	  precrisis	  years	  are	  partly	  a	  
legacy	  of	  historical	  processes”86.	  	  What	  distinguished	  Spain	  from	  other	  countries	  in	  crisis,	  according	  to	  this	  view,	  was	  Spain’s	  combination	  of	  low	  and	  stagnated	  productivity	  and	  a	  housing	  bubble	  resulting	  in	  a	  rapid	  increase	  in	  private	  indebtedness.	  With	  sudden	  increasing	  restrictions	  on	  bank	  lending	  for	  companies	  after	  the	  outbreak	  of	  the	  crisis,	  the	  construction	  sector	  was	  immediately	  affected	  and	  many	  people	  lost	  their	  jobs.	  	  But	  the	  problems	  also	  spread	  to	  other	  sectors	  and	  in	  the	  public	  sphere	  banks	  were	  criticized	  for	  having	  created	  the	  housing	  boom	  and	  for	  providing	  irresponsible	  and	  excessive	  lending	  opportunities	  during	  years	  of	  economic	  boom87.	  While	  this	  might	  be	  a	  genuine	  observation,	  irresponsible	  lending	  have	  been	  a	  general	  theme	  and	  aspect	  of	  the	  financial	  crisis,	  not	  only	  Spain.	  Moreover,	  it	  should	  be	  noted	  that	  the	  largest	  banks	  in	  Spain	  were	  in	  relatively	  good	  shape	  when	  the	  crisis	  hit	  while	  smaller	  savings	  banks	  were	  in	  bad	  condition	  and	  ended	  up	  needing	  to	  be	  rescued.	  	  	  	  With	  regards	  to	  the	  issue	  of	  low	  productivity,	  according	  to	  Field	  and	  Botti,	  explanation	  can	  be	  traced	  back	  to	  conditions	  and	  continuity	  characterizing	  the	  transition	  period.	  Banks	  historically	  had	  a	  privileged	  political	  position	  and	  due	  to	  imperfect	  liberalization	  they	  contributed	  to	  the	  maintenance	  of	  high	  interest	  rates,	  which	  also	  meant	  that	  it	  was	  difficult	  for	  SMEs	  to	  obtain	  credit	  to	  invest.	  Hence,	  these	  conditions	  before	  the	  economic	  boom	  and	  the	  crisis	  required	  Spanish	  businesses	  to	  specialize	  in	  labour	  intensive	  sectors	  (such	  as	  construction	  and	  tourism)	  instead	  of	  making	  investments	  in	  productivity-­‐enhancing	  technologies88.	  	  While	  Field	  and	  Botti	  might	  be	  correct	  when	  mentioning	  that	  banks	  provided	  excessive	  lending	  during	  the	  economic	  boom,	  this	  seems	  somehow	  to	  contradict	  the	  argument	  made	  about	  the	  difficulties	  to	  obtain	  loans	  for	  SME’s,	  and	  that	  this	  would	  explain	  why	  companies	  chose	  to	  increase	  the	  labour	  force	  instead	  of	  investing	  in	  productivity.	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The	  point	  emphasized	  about	  the	  role	  of	  the	  banking	  sector	  during	  the	  years	  of	  economic	  boom	  is	  related	  to	  the	  excessive	  private	  borrowing	  to	  finance	  private	  consumption.	  Here	  the	  argument	  of	  Field	  and	  Botti	  is	  that	  the	  Spanish	  growth	  during	  the	  last	  decade	  had	  been	  highly	  dependent	  on	  the	  consumption	  of	  Spanish	  families,	  which	  was	  facilitated	  by	  the	  banks	  providing	  easy	  access	  to	  credit.	  Thus,	  while	  restrictive	  fiscal	  policies	  from	  the	  government	  produced	  budget	  surpluses	  and	  decreased	  the	  public	  debt,	  private	  indebtedness	  in	  the	  households	  rose.	  This	  somewhat	  fiscal	  prudence	  from	  the	  government	  keeping	  public	  budgets	  stable	  is	  demonstrated	  by	  the	  low	  public	  debt	  in	  the	  years	  leading	  up	  to	  the	  crisis89.	  On	  the	  other	  hand	  though,	  private	  debt	  rose	  from	  around	  131,6	  percent	  of	  GDP	  in	  2003	  to	  approximately	  205	  percent	  of	  GDP	  in	  2008	  according	  to	  Eurostat90.	  Furthermore,	  Field	  and	  Botti	  stress	  that	  the	  great	  numbers	  of	  workers	  with	  temporary,	  low-­‐paid	  employment,	  were	  likely	  to	  compensate	  for	  their	  relatively	  small	  earnings	  by	  taking	  on	  loans	  in	  the	  banks,	  which	  again	  increased	  private	  indebtedness91.	  While	  it	  might	  have	  been	  easier	  to	  access	  credit	  and	  obtain	  loans	  for	  Spanish	  citizens	  during	  the	  economic	  boom,	  the	  statement	  above	  indicating	  that	  everyone	  had	  easy	  access	  to	  credit	  might	  be	  somehow	  exaggerated.	  	  Turning	  to	  the	  issue	  of	  productivity	  problems	  of	  the	  Spanish	  economy,	  Field	  and	  Botti	  mentions	  three	  factors,	  which	  they	  argue	  to	  be	  related	  to	  the	  development	  during	  the	  years	  of	  growth	  in	  the	  country.	  	  
• Firstly,	  the	  unbalanced	  growth	  path	  and	  the	  sectoral	  composition	  of	  GDP	  in	  Spain	  are	  highlighted.	  The	  labour	  intensive	  and	  unproductive	  construction	  -­‐and	  tourism	  sectors	  represented	  a	  big	  share	  of	  GDP.	  But	  accordingly	  also	  other	  sectors	  in	  Spain	  have	  proven	  to	  be	  unproductive	  when	  compared	  to	  other	  countries.	  One	  of	  the	  explanations	  to	  this	  has	  been	  the	  use	  of	  less	  advanced	  technology	  especially	  among	  SMEs92.	  	  	  
• The	  second	  factor	  influencing	  productivity	  is	  the	  high	  amount	  of	  temporary	  workers.	  Here	  the	  argument	  is	  that	  temporary	  contracts	  limits	  the	  incentives	  for	  the	  employee	  to	  work	  hard	  given	  that	  he	  or	  she	  could	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  89	  Eurostat;	  General	  Government	  Gross	  debt	  –	  annual	  data	  90	  Eurostat;	  Private	  debt	  in	  %	  of	  GDP	  –	  Consolidated	  –	  Annual	  Data	  91	  Field	  &	  Botti	  (2013),	  p.	  105	  92	  Field	  &	  Botti	  (2013),	  p.	  107-­‐108	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not	  expect	  to	  gain	  any	  reward	  or	  future	  benefits	  out	  of	  their	  effort.	  On	  the	  other	  hand,	  neither	  the	  employer	  had	  the	  incentives	  to	  invest	  in	  specific	  skills	  due	  to	  lacking	  of	  benefits	  in	  sight.	  In	  turn,	  this	  is	  seen	  to	  have	  a	  negative	  impact	  on	  productivity.	  Also	  immigration	  is	  regarded	  to	  have	  had	  an	  effect	  on	  the	  productivity	  in	  Spain.	  Hence	  it	  is	  argued	  that	  the	  huge	  numbers	  of	  immigrants	  had	  three	  important	  effects.	  First,	  it	  increased	  demand	  and	  thus	  contributed	  to	  the	  growth	  of	  the	  Spanish	  economy.	  Secondly,	  the	  low-­‐	  medium	  skilled	  workforce	  was	  expanded	  helping	  to	  push	  down	  wages	  in	  the	  construction	  sector.	  Finally	  the	  immigrant	  workforce	  might	  have	  kept	  companies	  from	  investing	  in	  new	  technology	  due	  to	  the	  relative	  low	  cost	  of	  hiring	  additional	  workers	  instead.	  Hence,	  according	  to	  Botti	  and	  Field,	  many	  companies	  opted	  for	  maintaining	  the	  same	  technology	  and	  instead	  expanded	  the	  workforce	  making	  the	  sector	  arguably	  more	  labour	  intensive93.	  According	  to	  OECD	  the	  immigration	  in	  Spain	  rose	  remarkably	  during	  the	  last	  decade,	  thus	  the	  number	  of	  immigrants	  in	  2000	  was	  330881	  and	  peaked	  in	  2007	  with	  920534	  people94.	  On	  the	  basis	  of	  numbers	  from	  Eurostat,	  Botti	  and	  Field	  argue	  that	  the	  productivity	  issues	  in	  Spain	  where	  not	  so	  much	  a	  result	  of	  increasing	  real	  unit	  labour	  costs,	  where	  Spain	  more	  or	  less	  followed	  the	  development	  in	  Germany,	  but	  rather	  a	  problem	  of	  low	  output	  per	  person	  employed95.	  	  
• A	  final,	  historical	  argument	  by	  Field	  and	  Botti	  to	  explain	  structural	  weaknesses	  of	  the	  Spanish	  economic	  model	  revolves	  around	  the	  late	  and	  partial	  industrialisation	  and	  the	  legacy	  of	  state	  interventionism	  from	  the	  Franco	  regime.	  According	  to	  the	  authors	  these	  factors	  help	  explain	  why	  Spain	  has	  not	  been	  able	  to	  develop	  a	  competitive	  manufacturing	  sector.	  With	  the	  state	  performing	  a	  significant	  role	  as	  a	  strong	  economic	  actor	  and	  regulator,	  and	  being	  a	  source	  of	  uncompetitive	  practices,	  this	  has	  influenced	  the	  competitiveness	  of	  Spanish	  companies	  in	  a	  negative	  way	  during	  the	  years.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  93	  Field	  &	  Botti	  (2013),	  p.	  108	  94	  OECD	  Stat	  Extracts,	  International	  Migration	  Database	  95	  Field	  &	  Botti	  (2013),	  Figure	  6.2,	  p.	  107	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  While	  most	  of	  the	  arguments	  about	  the	  uncompetitive	  structures	  of	  the	  labour	  market	  seem	  justified,	  supplementary	  arguments	  and	  comments	  should	  be	  made	  regarding	  the	  issue	  of	  temporary	  contracts.	  Rather	  than	  a	  sign	  of	  lacking	  competitiveness,	  high	  numbers	  of	  temporary	  contracts	  could	  be	  conceived	  as	  a	  way	  of	  compensating	  for	  the	  rigid	  and	  uncompetitive	  structures	  and	  rules	  concerning	  permanent	  contracts.	  Hence,	  with	  very	  costly	  or	  lacking	  opportunities	  for	  the	  employers	  to	  dismiss	  employees,	  the	  possibility	  of	  hiring	  temporary	  workers	  seem	  to	  make	  good	  sense	  in	  this	  particular	  labour	  market	  system.	  According	  to	  this	  argument,	  the	  system	  of	  temporary	  contracts	  could	  be	  seen	  as	  a	  way	  for	  the	  economy	  to	  adjust	  to	  the	  otherwise	  rigid	  labour	  market	  structures.	  Furthermore,	  the	  argument	  about	  lacking	  incentives	  to	  work	  hard	  for	  temporary	  workers	  can	  also	  somehow	  be	  challenged.	  Here	  we	  should	  take	  into	  account	  the	  “temporary	  nature”	  of	  the	  working	  periods	  in	  for	  instance	  the	  construction	  business.	  Thus,	  it	  could	  be	  argued	  that	  workers	  are	  not	  always	  necessarily	  hired	  on	  temporary	  contracts	  because	  of	  the	  adequacy	  of	  such,	  but	  merely	  for	  the	  reason	  that	  the	  job	  can	  be	  done	  within	  a	  limited/temporary	  timeframe.	  A	  similar	  argument	  can	  be	  made	  about	  the	  conditions	  for	  workers	  in	  the	  tourism	  sector	  where	  many	  seasonal	  jobs	  are	  to	  be	  found.	  	  Hence,	  lacking	  incentives	  to	  work	  hard	  cannot	  always	  be	  seen	  as	  an	  issue	  in	  relation	  to	  the	  productivity	  of	  temporary	  workers.	  	  Turning	  to	  the	  World	  Economic	  Forum	  and	  the	  Global	  Competiveness	  Index	  from	  2008-­‐2009,	  we	  see	  that	  Spain	  overall	  ranks	  35	  out	  of	  134	  countries,	  but	  with	  regards	  to	  the	  parameter	  of	  labour	  market	  efficiency	  it	  only	  scores	  4,1	  points	  on	  a	  1-­‐7	  scale	  resulting	  in	  a	  ranking	  of	  96	  out	  of	  134	  countries96.	  This	  seems	  to	  confirm	  the	  points	  made	  by	  Field	  and	  Botti	  about	  the	  problems	  of	  the	  labour	  market.	  However,	  when	  looking	  at	  the	  report	  from	  2013/2014,	  Spain	  is	  praised	  for	  its	  “world-­‐class	  transport	  infrastructure”	  and	  it	  is	  stresses	  that	  important	  steps	  have	  been	  taken	  in	  addressing	  the	  rigidities	  of	  the	  labour	  market.	  On	  the	  other	  hand	  though,	  the	  report	  seems	  to	  be	  in	  accordance	  with	  the	  argument	  of	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  96	  World	  Economic	  Forum,	  Global	  Competiveness	  Index,	  2008-­‐2009,	  p.	  304	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Field	  and	  Botti	  stressing	  that	  the	  problem	  regarding	  financing	  and	  credit	  access	  for	  local	  firms	  has	  been	  and	  still	  is	  a	  major	  issue	  in	  the	  country	  today97.	  	  	  Considering	  these	  observations	  in	  relation	  to	  César	  Molinas,	  several	  interesting	  similarities	  and	  differences	  can	  be	  found.	  Primarily	  Field	  and	  Botti	  seem	  to	  agree	  with	  Molinas	  as	  far	  as	  to	  recognize	  that	  the	  crisis	  is	  not	  only	  economic	  in	  character	  and	  that	  there	  are	  multiple	  political	  problems	  related	  to	  institutional	  structures	  and	  the	  functioning	  of	  the	  political	  system.	  Furthermore	  they	  emphasize	  that	  it	  is	  important	  to	  remember	  the	  “legacy”	  and	  the	  historic	  economic	  development	  of	  Spain	  in	  order	  to	  understand	  the	  situation	  today.	  Even	  though	  specific	  reference	  is	  not	  made	  to	  the	  exact	  same	  processes	  of	  political	  patronage	  that	  Molinas	  emphasizes,	  the	  authors	  refer	  to	  patterns	  of	  path	  dependence	  in	  relation	  to	  the	  economic	  institutions,	  the	  economic	  model,	  the	  transition	  process	  and	  party	  politics	  in	  Spain.	  Field	  and	  Botti	  also	  address	  the	  problem	  of	  Zapatero’s	  underestimation	  and	  failure	  to	  handle	  of	  the	  crisis,	  which	  is	  a	  critique	  also	  made	  by	  Molinas.	  As	  we	  have	  seen,	  Molinas	  clearly	  criticizes	  the	  politicians	  for	  not	  taking	  responsibility	  for	  their	  actions	  or	  failure	  to	  act,	  and	  he	  explains	  this	  by	  arguing	  that	  the	  political	  class	  is	  defending	  its	  privileged	  position	  and	  the	  system	  of	  rent	  seeking.	  However,	  what	  is	  not	  mentioned	  in	  the	  assessment	  of	  Field	  and	  Botti	  is	  exactly	  this	  critique	  about	  the	  underlying	  motivation	  of	  the	  politicians	  and	  the	  extractive	  nature	  of	  their	  actions.	  Molinas	  does	  not	  to	  the	  same	  extent	  emphasize	  the	  failure	  in	  the	  awareness	  of	  the	  politicians	  and	  to	  acknowledge	  and	  take	  into	  account	  the	  structural	  deficiencies	  of	  the	  Spanish	  economic	  model.	  Rather	  he	  argues	  that	  the	  political	  class	  deliberately	  has	  and	  still	  is	  benefitting	  from	  the	  economic	  and	  political	  structures	  making	  it	  possible	  to	  follow	  a	  path	  of	  rent	  seeking	  by	  keeping	  close	  and	  beneficial	  ties	  to	  the	  business	  environment	  and	  the	  banking	  sector.	  	  	  In	  sum,	  while	  the	  observations	  of	  Field	  and	  Botti	  acknowledge	  that	  the	  crisis	  is	  characterized	  by	  an	  unsustainable	  model	  and	  structure	  of	  the	  economy	  accompanied	  by	  a	  political	  crisis,	  they	  do	  not	  endorse	  the	  view	  of	  the	  underlying	  motives	  of	  the	  political	  class	  and	  their	  rent	  seeking	  behaviour	  that	  Molinas	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claims	  to	  be	  present.	  Hence	  Field	  and	  Botti	  do	  not	  see	  underlying	  extractive	  motives	  of	  the	  political	  class	  as	  being	  the	  direct	  reason	  to	  the	  housing	  boom,	  the	  construction	  sector	  crisis	  or	  the	  crisis	  in	  general,	  as	  Molinas	  does.	  Later	  on	  we	  will	  address	  reform	  processes	  and	  investigate	  how	  the	  governments	  have	  reacted	  to	  the	  crisis.	  But	  before	  doing	  so,	  we	  will	  discuss	  the	  impact	  of	  Spain’s	  membership	  of	  the	  EU	  and	  the	  EMU.	  
4.3	  Being	  a	  member	  of	  the	  EU	  and	  the	  EMU	  for	  better	  or	  worse	  In	  the	  paper	  “The	  Trouble	  with	  Economic	  Reform:	  Understanding	  the	  Debt	  Crisis	  in	  
Spain	  and	  Italy”,	  Jonathan	  Hopkin	  presents	  a	  perspective	  on	  the	  crisis	  different	  from	  the	  one	  offered	  by	  Field	  and	  Botti	  that	  we	  have	  seen	  above98.	  In	  our	  theoretical	  discussion	  we	  have	  witnessed	  and	  discussed	  the	  contributions	  of	  Hopkin	  on	  the	  topic	  of	  clientelism.	  In	  this	  paper	  though,	  about	  the	  troubles	  of	  economic	  reforms,	  interestingly	  Hopkin	  does	  not	  seem	  to	  address	  or	  give	  much	  emphasis	  to	  the	  issue	  of	  clientelism	  in	  Spain.	  	  Ideological,	  Hopkin	  can	  be	  placed	  among	  Euro-­‐skeptics	  stressing	  that	  the	  European	  monetary	  union	  has	  failed	  and	  that	  many	  of	  the	  problems	  observed	  in	  European	  countries	  during	  the	  crisis	  derives	  from	  the	  structural	  and	  institutional	  flaws	  of	  the	  European	  union.	  Even	  though	  the	  main	  focus	  of	  our	  analysis	  is	  the	  handling	  of	  the	  crisis	  by	  Spanish	  politicians,	  the	  following	  section	  will	  address	  the	  significance	  of	  the	  Spanish	  membership	  of	  the	  EU	  and	  the	  European	  Monetary	  Union.	  	  	  Hopkin	  argues	  that	  the	  causes	  of	  the	  crisis	  in	  Spain	  and	  Italy,	  with	  regards	  to	  the	  sovereign	  debt	  crisis,	  has	  largely	  been	  misinterpreted	  and	  that	  the	  EMU,	  the	  EU	  and	  the	  other	  European	  countries	  have	  played	  a	  significant	  part	  in	  the	  development	  of	  the	  crisis.	  Hence,	  he	  states	  that	  the	  crisis	  in	  Southern	  European	  countries	  have	  much	  to	  do	  with	  the	  development	  of	  the	  monetary	  union	  and	  euro	  zone	  crisis.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  98	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  (2013)	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Furthermore,	  he	  makes	  the	  argument	  that;	  	  “A	  common	  view	  expressed	  ever	  since	  the	  euro	  zone	  crisis	  began	  has	  been	  that	  the	  
euro	  was	  fatally	  flawed	  from	  its	  inception	  because	  of	  the	  presence	  of	  the	  EU’s	  
Southern	  fringe,	  whose	  economic	  backwardness	  and	  fiscal	  recklessness	  was	  bound	  
to	  place	  the	  single	  currency	  under	  strain	  unless	  greater	  convergence	  with	  the	  
North	  was	  achieved”99.	  Hopkin’s	  critique	  of	  this	  ‘common	  view’	  seems	  to	  be	  justified	  in	  many	  ways	  according	  to	  what	  we	  have	  seen	  earlier.	  For	  instance	  when	  looking	  at	  the	  data	  from	  Eurostat	  on	  public	  debt	  and	  the	  growth	  rates	  in	  Spain	  before	  the	  crisis,	  the	  characterization	  of	  ‘economic	  backwardness’	  and	  ‘fiscal	  recklessness’	  does	  not	  seem	  to	  be	  justified100.	  However,	  as	  we	  have	  seen	  previously,	  Spain	  is	  and	  has	  certainly	  been	  struggling	  to	  cope	  with	  problems	  regarding	  the	  financial	  sector,	  the	  savings	  banks	  and	  the	  structures	  of	  the	  labour	  market.	  	  	  While	  Hopkin	  recognizes	  that	  the	  Eurozone	  has	  been	  divided	  between	  North	  and	  South	  and	  that	  Southern	  European	  countries	  find	  themselves	  in	  deep	  trouble	  with	  fiscal	  problems	  and	  competitiveness	  issues,	  he	  argues	  that	  the	  roots	  to	  the	  problems	  are	  likely	  to	  be	  found	  in	  the	  design	  and	  in	  the	  institutional	  setup	  of	  the	  Euro.	  Moreover	  he	  claims	  that	  the	  unavoidable	  imbalances	  between	  member	  countries	  has	  displayed	  the	  lack	  of	  appropriate	  institutions	  in	  the	  monetary	  union	  and	  that	  “Laying	  the	  blame	  on	  the	  institutional	  failings	  of	  the	  debtor	  
countries	  is	  misleading,	  and	  fails	  to	  take	  into	  account	  the	  extensive	  reforms	  already	  
undertaken	  by	  these	  countries	  both	  before	  and	  since	  the	  euro	  membership”101.	  Following	  these	  arguments,	  Hopkin	  says	  that	  the	  economic	  reforms	  in	  the	  South	  have	  been	  wide-­‐reaching	  but	  also	  notes	  that	  they	  have	  had	  unforeseen	  and	  problematic	  consequences	  due	  to	  the	  lack	  of	  necessary	  and	  adequate	  institutional	  structures	  of	  the	  EMU.	  Especially	  the	  processes	  of	  liberalization	  and	  the	  opening	  up	  of	  the	  economy	  are	  perceived	  to	  be	  risky	  and	  Hopkin	  challenges	  the	  idea	  that	  structural	  changes	  and	  reforms	  have	  been	  solely	  good	  for	  Southern	  European	  countries102.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  99	  Hopkin	  (2013)	  p.	  1	  100	  Eurostat;	  General	  Government	  Gross	  debt	  –	  annual	  data	  Eurostat;	  Private	  debt	  in	  %	  of	  GDP	  –	  Consolidated	  –	  Annual	  Data	  101	  Hopkin	  (2013)	  p.	  2	  102	  Hopkin	  (2013)	  p.	  3	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While	  Hopkin	  criticises	  the	  blame	  of	  institutional	  flaws	  in	  the	  debtor	  countries,	  this	  contradicts	  the	  argumentation	  of	  Botti	  and	  Field,	  who	  argue	  that	  the	  crisis	  to	  a	  large	  extent	  should	  be	  seen	  in	  the	  light	  of	  the	  historical	  development	  of	  inefficient	  institutions	  and	  structures,	  for	  instance	  regarding	  the	  labour	  market.	  	  Hopkin	  emphasizes	  the	  problematic	  consequences	  of	  being	  a	  member	  of	  the	  EMU	  but	  if	  we	  look	  at	  statistical	  and	  historical	  data	  on	  unemployment	  in	  Spain	  before	  joining	  the	  EMU,	  it	  appears	  that	  the	  unemployment	  rate	  have	  consequently	  been	  relatively	  high	  and	  above	  15	  percent	  in	  the	  period	  from	  1987	  to	  2000103.	  According	  to	  this,	  the	  effects	  of	  the	  EMU	  membership	  could	  be	  questioned,	  at	  least	  when	  considering	  at	  the	  parameter	  of	  unemployment.	  Moreover,	  the	  historical	  high	  unemployment	  rates	  suggests	  that	  also	  the	  structures	  and	  characteristics	  of	  the	  labour	  market	  could	  be	  traced	  back	  to	  the	  transition	  period,	  which	  emphasizes	  the	  significance	  of	  path	  dependence	  and	  institutional	  legacy.	  
4.3.1	  The	  crisis	  of	  the	  Eurozone	  According	  to	  Hopkin	  there	  are	  important	  differences	  to	  be	  noted	  between	  the	  economies	  of	  the	  North	  and	  the	  economies	  of	  the	  South	  in	  the	  years	  before	  and	  during	  the	  crisis.	  One	  of	  these	  differences	  regards	  the	  current	  account	  balance	  where	  Northern	  Europe	  ran	  surpluses	  while	  Southern	  Europe	  experienced	  deficits	  on	  their	  import/export	  accounts104.	  This	  is	  confirmed	  when	  observing	  the	  data	  from	  Eurostat,	  which	  shows	  that	  the	  current	  account	  deficit	  in	  Spain	  peaked	  in	  2007	  reaching	  -­‐10	  percent	  of	  GDP105.	  However,	  during	  the	  years	  of	  economic	  boom,	  problems	  with	  productivity,	  labour	  costs	  and	  competitiveness	  in	  the	  South	  did	  not	  seem	  too	  alarming	  due	  to	  compensating,	  massive	  investments	  and	  financial	  inflows	  coming	  from	  the	  North.	  That	  said,	  Hopkin	  argues	  that	  these	  financial	  flows	  contributed	  to	  a	  development	  of	  rising	  wages	  and	  had	  other	  inflationary	  effects	  harming	  the	  competiveness	  of	  the	  companies,	  which	  turned	  out	  to	  have	  a	  significant	  negative	  impact	  on	  the	  economies	  when	  the	  crisis	  hit.	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  Hopkin	  (2013),	  p.	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  105	  Eurostat;	  Balance	  of	  the	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  account,	  percent	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  GDP	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Accordingly	  Hopkin	  states	  that;	  “Financial	  flows	  from	  the	  surplus	  countries	  such	  as	  Germany	  both	  accentuated	  and	  
disguised	  this	  problem:	  an	  excess	  of	  available	  capital	  over	  investment	  opportunities	  
maintained	  a	  buoyant	  labour	  market	  and	  allowed	  divergent	  wage	  growth	  to	  
continue,	  pushing	  wages	  and	  prices	  beyond	  competitive	  levels	  and	  leaving	  
Southern	  Europe	  exposed	  once	  the	  downturn	  arrived”106.	  The	  statistical	  evidence	  shows	  that	  the	  wages	  rose	  during	  the	  economic	  boom	  while	  labour	  cost	  were	  kept	  at	  moderate	  levels107.	  However,	  Hopkin	  does	  not	  mention	  the	  structure	  of	  the	  labour	  market	  and	  its	  rigidities	  that	  we	  have	  addressed	  earlier	  and	  neither	  does	  he	  address	  the	  high	  numbers	  of	  immigrants	  that	  Botti	  and	  Field	  argue	  to	  have	  had	  a	  decreasing	  effect	  on	  the	  wages.	  	  Hopkin	  stresses	  that	  the	  problems	  and	  issues	  in	  the	  Southern	  European	  countries	  were	  exposed	  when	  the	  crisis	  hit	  because	  the	  inflow	  of	  capital	  decreased	  significantly.	  Social	  bargaining	  and	  the	  wage	  negotiations	  were	  unable	  to	  adjust	  for	  the	  high	  wages	  accompanied	  by	  the	  economic	  boom	  and	  the	  countries	  could	  not	  use	  monetary	  policy	  as	  an	  instrument	  of	  adjustment	  due	  to	  the	  authority	  of	  this	  instrument	  of	  the	  European	  Central	  Bank.	  This	  again	  somehow	  contradicts	  the	  argument	  of	  Botti	  and	  Field	  stressing	  that	  migration	  and	  temporary	  work	  to	  some	  extend	  kept	  wages	  at	  moderate	  levels.	  	  Moreover,	  Hopkin	  argues	  that,	  “The	  European	  institutions’	  focus	  on	  government	  
borrowing	  as	  a	  response	  to	  the	  crisis	  is	  the	  clearest	  demonstration	  of	  the	  design	  
faults	  of	  the	  Eurozone”108.	  Governments	  experienced	  an	  explosion	  in	  the	  public	  debt	  because	  of	  the	  rising	  unemployment,	  resulting	  in	  decreasing	  tax	  revenues	  and	  increased	  social	  spending.	  	  Furthermore	  and	  apart	  from	  Greece,	  the	  critique	  targeted	  at	  Southern	  European	  countries	  for	  having	  acted	  irresponsible	  during	  the	  years	  before	  the	  crisis,	  in	  his	  view,	  is	  illegitimate	  and	  unjustified.	  This	  being	  said,	  the	  author	  acknowledges	  that	  the	  institutions	  in	  the	  countries	  have	  not	  been	  adequate	  and	  ready	  to	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manage	  and	  adjust	  to	  the	  changes	  brought	  about	  by	  the	  monetary	  union109.	  Hopkin	  here	  seems	  to	  contradict	  his	  previous	  argument,	  where	  he	  criticizes	  the	  blame	  targeted	  at	  institutional	  flaws	  in	  Southern	  European	  countries.	  
4.3.2	  The	  dynamics	  of	  reform	  and	  non-­‐reform	  Hopkin	  also	  discusses	  the	  structural	  reform	  agenda	  of	  the	  EU,	  which	  was	  adopted	  at	  the	  EU	  summit	  in	  Lisbon	  of	  2000.	  Here	  objectives	  were	  outlined	  about	  measures	  of	  convergence	  seeking	  and	  enhanced	  economic	  integration	  that	  included	  market	  liberalization,	  market	  regulation,	  economic	  policy	  and	  employment	  strategy110.	  Furthermore	  the	  Lisbon	  agenda	  from	  March	  2000	  announced	  that	  the	  goal	  was	  to	  make	  the	  EU	  “the	  most	  competitive	  and	  dynamic	  
knowledge-­‐based	  economy	  in	  the	  world,	  capable	  of	  sustainable	  growth	  with	  more	  
and	  better	  jobs	  and	  greater	  social	  cohesion”111.	  This	  demonstrates	  that	  European	  leaders	  and	  the	  EU	  at	  this	  time	  were	  aware	  of	  or	  anticipated	  that	  structural	  reforms	  would	  be	  necessary	  for	  the	  EU	  to	  prosper	  in	  the	  future.	  According	  to	  Hopkin	  though,	  the	  progress	  reports	  since	  the	  elaboration	  of	  these	  goals	  have	  showed	  that	  Southern	  European	  countries	  did	  not	  perform	  very	  well	  in	  adapting	  to	  the	  common	  framework.	  However	  he	  claims	  that	  this	  should	  hardly	  had	  been	  a	  surprise	  to	  anyone.	  Due	  to	  the	  institutional	  setup	  in	  these	  countries	  and	  what	  Hopkin	  calls	  “embedded	  illiberalism”,	  he	  claims	  that	  “The	  
distinctiveness	  of	  this	  model	  lies	  in	  its	  extensive	  use	  of	  regulation	  and	  complex	  (and	  
sometimes	  corrupt)	  bureaucracy	  to	  control,	  distort	  and	  suppress	  market	  
machanisms”112.	  While	  this	  might	  be	  true	  to	  some	  extent,	  it	  somehow	  contradicts	  what	  we	  have	  witnessed	  above,	  and	  what	  Hopkin	  emphasized	  earlier,	  namely	  that	  Spain	  received	  a	  lot	  of	  recognition	  for	  its	  commitment	  to	  reforms	  and	  structural	  changes	  during	  the	  years	  before	  the	  crisis.	  Meanwhile	  Hopkin	  characterizes	  the	  Southern	  European	  countries	  as	  heavy	  and	  statist	  with	  regards	  to	  regulation,	  which	  for	  instance	  is	  argued	  to	  have	  resulted	  in	  rigid	  labour	  markets	  and	  barriers	  to	  competition	  in	  the	  banking	  sector	  and	  on	  financial	  markets.	  This	  brings	  our	  author	  to	  the	  conclusion	  that	  “Southern	  European	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  109	  Hopkin	  (2013)	  p.	  6	  110	  Hopkin	  (2013)	  p.	  6-­‐7	  111	  Euractiv.com	  (2000);	  Lisbon	  Agenda	  112	  Hopkin	  (2013)	  p.	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political	  economies	  are	  characterized	  by	  high	  levels	  of	  economic	  regulation	  
generally.	  These	  consistent	  patterns	  have	  important	  consequences	  for	  Southern	  
Europe’s	  ability	  to	  meet	  the	  demands	  of	  structural	  reform	  emanating	  from	  the	  
EU”113.	  Hence,	  Hopkin	  argues	  that	  this	  inability	  or	  reluctance	  to	  reform	  has	  broadly	  been	  interpreted	  as	  failure	  of	  the	  Southern	  European	  countries	  to	  implement	  reforms.	  Later	  in	  the	  analysis	  we	  will	  delve	  on	  the	  implementation	  process	  and	  reform	  initiatives	  during	  the	  crisis	  regarding	  the	  labour	  market,	  the	  financial	  sector	  and	  decentralized	  political	  system.	  Hopkin	  challenges	  the	  idea	  that	  the	  structural	  reform	  program	  will	  ultimately	  have	  positive	  consequences	  for	  all	  countries	  and	  instead	  he	  proposes	  the	  view	  that	  the	  institutional	  setup	  and	  social	  conditions	  in	  the	  countries	  need	  to	  be	  taken	  into	  account.	  Hence	  it	  is	  argued	  that	  structural	  reforms	  and	  liberalization	  can	  even	  have	  negative	  effects	  in	  times	  of	  recession	  and	  moreover	  be	  destabilizing	  in	  times	  of	  crisis114.	  	  	  In	  the	  following	  we	  shall	  consider	  how	  Hopkin	  underpins	  his	  argumentation	  using	  the	  cases	  of	  Spain	  and	  Italy.	  Though	  before	  doing	  so	  he	  compares	  the	  two	  countries	  on	  parameters	  such	  as	  reputation,	  financial	  liberalization,	  bank	  sectors	  etc.	  Here	  the	  author	  finds	  that	  the	  to	  cases	  are	  rather	  different	  which	  is	  also	  reflected	  in	  the	  way	  the	  two	  countries	  have	  been	  affected	  by	  the	  crisis.	  Hopkins	  characterization	  of	  the	  Spanish	  economy	  is	  not	  very	  different	  from	  the	  assessment	  of	  Field	  and	  Botti,	  even	  though	  we	  have	  already	  seen	  different	  perceptions	  regarding	  the	  development	  of	  wages.	  The	  housing	  boom	  and	  the	  construction	  bubble	  are	  mentioned	  as	  crucial	  elements	  of	  the	  crisis	  and	  he	  also	  identifies	  problems	  concerning	  corruption	  and	  clientelistic	  ties.	  As	  an	  example,	  he	  stresses	  that,	  “building	  permits	  were	  exchanged	  for	  money	  or	  political	  
favours”115.	  Moreover	  Hopkin	  notes	  that	  the	  remarkably	  good	  reputation	  attached	  to	  Spain	  before	  the	  crisis	  stands	  in	  contrast	  to	  the	  way	  Italy	  was	  depicted,	  namely	  as	  “the	  sick	  man	  of	  Europe”116.	  Reference	  is	  also	  made	  to	  the	  liberalization	  and	  financial	  integration	  and	  on	  this	  account	  there	  seem	  to	  be	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quite	  big	  differences	  between	  the	  two	  countries.	  Based	  on	  a	  comparison	  between	  the	  bank	  sectors	  and	  the	  openness	  towards	  financial	  inflows	  in	  the	  two	  countries,	  Hopkin	  finds	  that	  Spain	  should	  be	  regarded	  as	  an	  economy	  relatively	  open	  to	  financial	  integration	  when	  compared	  to	  Italy.	  	  Despite	  that	  Spain	  before	  the	  crisis	  seemed	  to	  be	  in	  better	  shape	  than	  Italy	  and	  enjoyed	  much	  praise	  for	  it’s	  efforts	  to	  live	  up	  to	  objectives	  of	  the	  EU,	  Hopkin	  interestingly	  argues	  that	  Italy	  now,	  in	  his	  opinion,	  “is	  surprisingly	  in	  a	  better	  (or	  
less	  disastrous)	  position”117.	  While	  Hopkin’s	  comparison	  of	  Spain	  and	  Italy	  might	  be	  rather	  convenient	  to	  enhance	  his	  argumentation	  it	  should	  be	  noted	  that	  there	  are	  further	  important	  differences	  between	  the	  two	  countries.	  Hence	  the	  reason	  for	  Italy’s	  possibly	  ‘better	  position’	  could	  simply	  be	  that	  the	  country	  was	  and	  is	  somehow	  richer	  than	  Spain.	  An	  indication	  of	  the	  economic	  differences	  between	  the	  countries	  can	  be	  illustrated	  for	  instance	  by	  looking	  at	  private	  savings	  or	  private	  debt	  to	  GDP	  ratio	  where	  the	  private	  sector	  debt	  in	  Spain	  amounted	  to	  200	  percent	  of	  GPD	  compared	  to	  114,4	  percent	  in	  Italy	  in	  2007	  according	  to	  Eurostat118.	  On	  the	  other	  hand	  though,	  public	  debt	  in	  Italy	  in	  2007	  was	  significantly	  higher	  amounting	  to	  103,3	  percent	  of	  GDP	  while	  it	  was	  at	  36,3	  percent	  of	  GDP	  in	  Spain119.	  	  Hopkin	  elaborates	  further	  on	  the	  idea	  that	  the	  liberal	  structural	  reforms	  do	  not	  make	  up	  for	  the	  imbalances	  of	  the	  Eurozone.	  As	  we	  have	  seen,	  he	  rejects	  the	  view	  that	  the	  lack	  of	  reforms	  in	  Southern	  European	  was	  the	  main	  reason	  to	  the	  crisis	  and	  he	  rather	  suspects	  that	  the	  liberalization	  and	  openness	  towards	  financial	  markets	  made	  Spain	  particularly	  vulnerable.	  	  According	  to	  Hopkin	  the	  Lisbon	  Agenda	  mentioned	  above	  and	  Spain’s	  embrace	  of	  the	  economic	  policy	  preached	  by	  the	  EU	  “did	  not	  avert	  a	  disastrous	  crisis”120.	  However	  the	  argumentation	  here	  does	  not	  seem	  overly	  convincing	  given	  that	  he	  has	  earlier	  claims	  that	  Spain	  and	  the	  other	  Southern	  European	  countries	  did	  not	  perform	  well	  in	  implementing	  the	  Lisbon	  Agenda.	  Would	  the	  crisis	  have	  been	  averted	  by	  adequate	  implementation	  of	  the	  Lisbon	  Agenda?	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Paradoxically,	  Hopkin	  argues,	  while	  Italy	  was	  doing	  everything	  wrong	  according	  to	  the	  EU	  objectives	  and	  was	  hostile	  towards	  financial	  inflows,	  in	  the	  end	  this	  approach	  had	  a	  sort	  of	  protective	  impact	  on	  the	  direct	  effects	  of	  the	  crisis.	  Having	  said	  this	  Hopkin	  do	  recognize	  that	  Italy	  has	  suffered	  from	  the	  effects	  of	  the	  crisis	  but	  mainly	  due	  to	  decreasing	  export	  markets	  and	  falling	  internal	  demand121.	  According	  to	  stats	  form	  Trading	  Economics	  exports	  in	  Italy	  decreased	  a	  bit	  during	  the	  first	  years	  (2007-­‐2010)	  of	  the	  crisis122.	  However,	  we	  ought	  to	  remember	  that	  the	  devastating	  effects	  on	  the	  Spanish	  economy	  had	  much	  do	  to	  with	  the	  collapse	  of	  the	  construction	  sector	  and	  the	  structures	  of	  the	  housing	  market,	  which	  were	  rather	  different	  in	  Italy.	  	  	  Apart	  from	  discrediting	  the	  Lisbon	  agenda	  and	  the	  EU	  strategy,	  Hopkin	  also	  argues	  that	  the	  crisis	  has	  had	  political	  implications,	  which	  he	  conceives	  to	  have	  undermined	  the	  reform	  agenda	  even	  more.	  The	  political	  implications	  referred	  to	  here	  and	  the	  reaction	  to	  lacking	  fulfilment	  and	  unsuccessful	  results	  of	  the	  reform	  agenda,	  have	  led	  to	  an	  increasing	  rejection	  of	  reforms	  in	  general,	  it	  is	  argued.	  Accordingly	  Hopkin	  notes	  that,	  “The	  association	  of	  reforms	  with	  the	  austerity	  
policies	  imposed	  by	  supranational	  institutions,	  under	  threat	  of	  punishment	  by	  bond	  
markets,	  seems	  almost	  designed	  to	  mobilize	  electoral	  support	  for	  protectionist	  
policies”123.	  Hopkin	  stresses	  that	  blaming	  the	  crisis	  on	  the	  Southern	  European	  countries	  reluctance	  to	  reform	  will	  only	  enhance	  popular	  hostility	  to	  European	  integration.	  	  	  As	  we	  have	  seen	  Hopkin	  offers	  an	  explanation	  to	  the	  crisis	  in	  Spain	  where	  the	  other	  EU	  countries,	  EU	  policies	  and	  the	  European	  Monetary	  Union	  are	  conceived	  to	  have	  played	  significant	  roles.	  In	  sum	  he	  argues	  that	  the	  causes	  to	  the	  crisis	  are	  different	  from	  the	  ones	  upheld	  by	  Northern	  European	  countries	  and	  the	  political	  elite	  in	  the	  EU.	  Furthermore	  he	  emphasizes	  that,	  “Northern	  European	  politicians	  
and	  European	  Union	  leaders	  have	  focused	  on	  the	  alleged	  fiscal	  irresponsibility	  and	  
inflationary	  wage	  rises	  in	  Southern	  Europe	  as	  causes	  of	  the	  crisis,	  neglecting	  to	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take	  seriously	  the	  role	  of	  financial	  flows	  within	  the	  Eurozone	  as	  the	  real	  cause	  of	  
the	  problem”124.	  Though	  Hopkin	  recognises	  institutional	  flaws	  in	  Southern	  European	  countries,	  in	  his	  opinion,	  more	  attention	  should	  be	  drawn	  to	  the	  institutional	  shortcomings	  of	  the	  EMU	  and	  the	  failings	  of	  the	  economic	  agenda	  proclaimed	  by	  the	  EU.	  	  With	  regards	  to	  political	  implications	  of	  the	  development	  and	  the	  measures	  introduced	  to	  handle	  the	  crisis	  by	  the	  EU,	  Hopkin	  remains	  sceptical.	  He	  states	  that	  the	  EU-­‐dictated	  austerity	  and	  structural	  reform	  agenda	  will	  cause	  further	  instability	  in	  Southern	  Europe	  and	  that,	  “Not	  only	  will	  these	  policies	  most	  likely	  
fail,	  they	  may	  well	  prove	  politically	  self-­‐defeating,	  encouraging	  a	  populist,	  anti-­‐	  
European	  backlash	  in	  the	  periphery	  countries”125.	  In	  Hopkin’s	  eyes,	  the	  implications	  of	  more	  austerity	  and	  imposition	  of	  additional	  structural	  reforms	  will	  have	  damaging	  effects	  of	  the	  debtor	  countries	  and	  on	  the	  younger	  European	  generations126.	  In	  the	  sections	  to	  come	  we	  will	  return	  to	  analyse	  what	  these	  implications	  have	  been	  in	  Spain	  during	  the	  crisis.	  	  In	  reference	  to	  Molinas	  and	  his	  theory	  of	  the	  political	  class	  in	  Spain,	  what	  we	  have	  seen	  in	  the	  previous	  section	  does	  not	  merely	  confirm	  the	  critique	  levelled	  at	  the	  Spanish	  politicians	  and	  the	  political	  institutions.	  Even	  though	  Hopkin	  mentions	  institutional	  shortcomings	  in	  the	  Spanish	  system	  and	  briefly	  touches	  upon	  problems	  of	  corruption	  and	  clientelism,	  he	  primarily	  addresses	  his	  criticism	  at	  the	  EU,	  the	  Northern	  European	  countries	  and	  the	  European	  political	  elite.	  To	  make	  the	  comparison	  clear,	  in	  Hopkin’s	  view,	  the	  crisis	  in	  Spain	  do	  not	  originate	  in	  a	  rent	  seeking	  political	  class	  in	  Spain	  but	  rather	  in	  the	  European	  leaders,	  the	  EMU	  and	  the	  political/economic	  agenda	  of	  the	  EU,	  which	  is	  promoting	  and	  imposing	  measures	  in	  Spain	  that	  will	  benefit	  the	  Northern	  European	  countries	  and	  defend	  their	  privileged	  position	  in	  the	  EU.	  	  The	  Spanish	  openness	  towards	  reforms,	  liberalization	  and	  integration	  is	  another	  point	  emphasized	  by	  Hopkin	  and	  several	  times	  he	  refers	  to	  the	  great	  reputation	  that	  Spain	  enjoyed	  before	  the	  crisis.	  On	  the	  other	  hand	  however,	  Hopkin	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  124	  Hopkin	  (2013)	  p.	  17	  125	  Hopkin	  (2013)	  p.	  18	  126	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mentions	  ‘embedded	  illiberalism’	  and	  the	  statist	  institutional	  structures	  in	  Spain,	  which	  he	  claims	  partly	  to	  be	  the	  reason	  for	  the	  failure	  to	  implement	  the	  Lisbon	  Agenda.	  This	  suggests	  that	  the	  argumentation	  of	  Hopkin	  on	  some	  levels	  appears	  rather	  contradictory.	  In	  relation	  to	  role	  of	  the	  political	  class	  the	  previous	  assessment	  indicates	  that	  Spanish	  politicians	  are	  not	  reluctant	  to	  reforms	  and	  changes,	  challenging	  the	  critique	  of	  Molinas,	  who	  is	  condemning	  the	  politicians	  for	  not	  having	  a	  plan	  on	  how	  to	  escape	  the	  crisis.	  Furthermore,	  Hopkin	  insinuates	  that	  Spanish	  politicians	  are	  not	  the	  bad	  guys	  but	  rather	  the	  victims	  of	  imposed	  restrictions	  and	  directions	  from	  the	  EU	  and	  Northern	  European	  leaders.	  However,	  Molinas	  and	  Hopkin	  seem	  to	  agree	  about	  the	  persisting	  problems	  of	  imbalances	  and	  lack	  of	  convergence	  between	  the	  European	  countries.	  But	  while	  Molinas	  argues	  that	  this	  lack	  of	  convergence	  will	  lead	  to	  Spain	  withdrawal	  from	  the	  EMU,	  laying	  the	  blame	  on	  Spanish	  politicians,	  Hopkin	  maintains	  that	  it	  is	  the	  responsibility	  of	  the	  EU	  and	  the	  European	  leaders	  to	  solve	  the	  problems.	  Having	  said	  this,	  it	  is	  important	  to	  note	  that	  Hopkin	  mainly	  seem	  to	  be	  concerned	  with	  economic	  reforms	  and	  problems	  related	  to	  the	  institutional	  setup	  and	  the	  functioning	  of	  the	  EU,	  while	  Molinas	  is	  more	  focused	  on	  the	  domestic	  political	  situation	  and	  the	  institutional	  structures	  in	  Spain.	  	  A	  final	  point	  to	  be	  made	  concerning	  our	  review	  of	  Hopkin	  is	  his	  reference	  to	  the	  “embedded	  illiberalism”	  of	  the	  Southern	  European	  countries	  and	  their	  institutions.	  Emphasizing	  the	  importance	  of	  the	  institutional	  setup	  in	  these	  countries	  can	  be	  related	  to	  the	  theoretical	  discussion	  earlier	  on	  the	  development	  of	  effective	  institutions,	  bureaucracy	  and	  path	  dependence,	  and	  Hopkin	  confirms	  that	  it	  is	  crucial	  to	  take	  these	  elements	  into	  account	  in	  order	  to	  understand	  the	  functioning	  of	  states.	  The	  assessment	  of	  Hopkin	  and	  his	  arguments	  not	  only	  gives	  rise	  to	  a	  discussion	  on	  what	  should	  be	  done	  in	  Spain	  to	  escape	  the	  crisis	  but	  also	  brings	  to	  the	  forefront	  the	  question	  of	  what	  strategy	  the	  EU	  should	  apply	  in	  order	  to	  overcome	  the	  sovereign	  debt	  crisis.	  This	  is	  an	  ideological	  debate,	  which	  have	  been	  going	  on	  for	  long.	  While	  the	  German	  answer	  have	  been	  economics	  of	  austerity,	  others	  have	  argued	  that	  this	  way	  of	  addressing	  the	  crisis	  will	  only	  depress	  the	  economy	  and	  that	  a	  more	  Keynesian	  approach	  is	  necessary	  where	  “both	  creditors	  and	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debtors	  should	  share	  the	  task	  of	  getting	  economies	  out	  of	  holes	  they	  had	  jointly	  
dug”127.	  The	  latter	  approach	  seems	  to	  be	  in	  accordance	  with	  the	  opinions	  upheld	  by	  Hopkin.	  	  	  Having	  dealt	  predominantly	  with	  different	  views	  on	  the	  causes	  to	  the	  crisis,	  the	  theory	  presented	  by	  Molinas	  does	  not	  yet	  seem	  to	  be	  convincing	  or	  to	  be	  fully	  in	  accordance	  with	  other	  perceptions	  of	  what	  the	  underlying	  roots	  to	  the	  crisis	  are.	  But	  to	  analyse	  the	  situation	  in	  depth	  a	  careful	  study	  of	  the	  reforms	  process	  and	  the	  handling	  of	  the	  crisis	  by	  the	  politicians	  and	  governments	  is	  needed.	  	  What	  we	  have	  seen	  above	  is	  that	  the	  Spanish	  politicians	  before	  the	  crisis	  had	  a	  reputation	  of	  vigour	  in	  terms	  of	  introducing	  economic	  reforms	  and	  changes	  in	  accordance	  with	  EU	  objectives.	  This	  praise	  of	  the	  country’s	  performance	  stands	  somewhat	  in	  contradiction	  to	  the	  accusations	  of	  Molinas	  depicting	  the	  politicians	  as	  reluctant	  to	  change	  in	  order	  to	  protect	  their	  positions	  and	  not	  having	  a	  strategy	  on	  how	  to	  get	  Spain	  back	  on	  track.	  Hence	  the	  subsequent	  section	  will	  be	  dedicated	  to	  an	  analysis	  of	  how	  governments	  have	  performed	  since	  the	  beginning	  of	  the	  crisis.	  
4.4	  Reforms	  and	  policy	  response	  by	  PSOE	  Approaching	  the	  reform	  processes	  and	  policy	  response	  during	  the	  crisis	  we	  will	  start	  by	  reviewing	  the	  handling	  of	  the	  crisis	  by	  the	  PSOE	  government	  of	  Zapatero	  until	  2011.	  Subsequently	  we	  turn	  to	  look	  at	  how	  the	  PP	  and	  Prime	  Minister	  Mariano	  Rajoy	  managed	  the	  task	  after	  winning	  the	  elections	  in	  November	  2011.	  In	  the	  following	  section	  we	  will	  critically	  investigate	  the	  contributions	  of	  Sebastian	  Royo,	  who	  thoroughly	  describes	  the	  actions	  and	  reform	  initiatives	  taken	  by	  the	  Spanish	  governments	  during	  the	  crisis128.	  Hence	  we	  will	  review	  the	  reforms	  carried	  out	  and	  critically	  analyse	  and	  discuss	  them	  in	  relation	  to	  the	  theory	  established	  by	  Molinas.	  	  As	  we	  have	  seen	  already	  Zapatero	  and	  his	  government	  were	  broadly	  criticized	  because	  of	  their	  reluctance	  to	  admit	  the	  severity	  of	  the	  crisis	  in	  Spain.	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Accordingly	  it	  was	  only	  after	  winning	  the	  elections	  in	  March	  2008	  that	  the	  government	  started	  to	  take	  action	  and	  admit	  that	  the	  country	  was	  affected	  by	  the	  crisis.	  While	  Royo	  perceives	  this	  as	  ‘late’,	  it	  could	  be	  argued	  that	  the	  scope	  and	  the	  severity	  of	  the	  crisis	  were	  not	  evident	  until	  the	  collapse	  of	  Lehman	  Brothers	  in	  September	  2008.	  One	  of	  the	  first	  initiatives	  from	  the	  government	  was	  “The	  Spanish	  Plan	  for	  the	  Stimulus	  of	  the	  Economy	  and	  Employment”129.	  It	  included	  measures	  on	  five	  different	  areas,	  namely	  initiatives	  to	  support	  families,	  to	  support	  companies,	  to	  support	  the	  banks,	  the	  promotion	  of	  employment	  and	  structural	  reforms.	  As	  for	  the	  families,	  the	  support	  included	  measures	  such	  as	  tax	  cuts,	  the	  elimination	  of	  real	  estate	  tax	  and	  the	  possibility	  of	  delaying	  payments	  of	  mortgages	  for	  unemployed	  people.	  Regarding	  the	  companies,	  the	  corporate	  tax	  rate	  was	  lowered	  and	  a	  public	  investment	  plan	  to	  create	  300000	  jobs	  was	  set	  in	  motion130.	  Furthermore,	  a	  fund	  (50	  billion	  euro)	  to	  purchase	  assets	  was	  set	  up	  to	  help	  the	  banks,	  and	  negotiations	  regarding	  a	  reform	  plan	  for	  various	  sectors	  such	  as	  service,	  energy,	  transportation	  and	  telecommunications	  was	  initiated131.	  	  Royo	  notes	  that	  the	  measures	  and	  initiatives	  turned	  out	  not	  to	  have	  the	  desired	  effects	  and	  the	  economic	  outlook	  in	  the	  beginning	  of	  2009	  showed	  that	  Spain	  had	  moved	  into	  a	  recession	  and	  that	  the	  economic	  situation	  in	  the	  country	  had	  deteriorated	  significantly.	  One	  of	  the	  suspected	  reasons	  for	  this	  limited	  effect	  of	  the	  reforms	  and	  investments	  was	  that	  the	  execution	  and	  implementation	  had	  been	  insufficient	  and	  inadequate.	  Furthermore	  Royo	  emphasizes	  that	  the	  implementation	  had	  possibly	  been	  obstructed	  by	  the	  inability	  of	  the	  regional	  authorities	  to	  collaborate	  and	  hence	  to	  react	  on	  the	  measures	  proscribed	  by	  the	  central	  government,	  making	  the	  implementation	  process	  slow.	  Another	  explanation	  to	  the	  absence	  of	  results	  of	  the	  initiatives	  is	  that	  they	  were	  simply	  not	  far-­‐reaching	  enough	  and	  that	  the	  severity	  of	  the	  crisis	  was	  once	  again	  underestimated132.	  As	  an	  example	  of	  the	  absent	  effects	  of	  the	  initiatives,	  the	  income	  tax	  rebate	  is	  mentioned	  which	  did	  not	  have	  the	  anticipated	  stimulus	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effects	  because	  many	  Spanish	  families	  were	  reluctant	  to	  spend	  money	  and	  rather	  wanted	  to	  save	  money	  to	  reduce	  their	  debt.	  	  	  While	  many	  of	  Royo’s	  observations	  seem	  rather	  critical	  towards	  the	  performance	  of	  Zapatero’s	  government,	  it	  could	  be	  argued	  that	  the	  stimulus	  plan	  demonstrates	  willingness	  and	  vigour	  from	  the	  government,	  taking	  initiative	  and	  elaborating	  a	  plan	  on	  how	  to	  cope	  with	  the	  crisis.	  And	  even	  though	  the	  plan	  did	  not	  have	  the	  anticipated	  effects,	  the	  situation	  in	  the	  country	  should	  also	  be	  seen	  in	  a	  global	  context	  where	  most	  countries	  affected	  by	  the	  crisis	  were	  fumbling	  for	  and	  struggling	  to	  find	  the	  right	  cure.	  Hoping	  that	  the	  effects	  of	  “The	  Spanish	  Plan	  for	  the	  Stimulus	  of	  the	  Economy	  and	  Employment”	  from	  December	  2008	  were	  still	  to	  be	  seen,	  in	  march	  2009	  Zapatero	  announced	  that	  further	  public	  spending	  would	  be	  authorized	  and	  that	  due	  to	  the	  relatively	  low	  public	  debt	  (around	  40	  percent	  of	  GDP)	  compared	  to	  the	  EU	  average,	  Spain	  would	  still	  be	  able	  to	  apply	  expansive	  measures	  to	  boost	  the	  economy133.	  Government	  debt	  in	  Spain	  was	  approximately	  40	  percent	  of	  GDP	  compared	  to	  the	  average	  of	  62	  percent	  of	  GDP	  in	  the	  EU,	  in	  2008134.	  These	  new	  initiatives	  would	  include	  structural	  reforms	  in	  the	  energy	  sector	  and	  job	  creation.	  Zapatero’s	  announcement	  of	  new	  stimulus	  measures	  and	  the	  adoption	  of	  the	  EU	  services	  directive	  to	  make	  the	  Spanish	  economy	  more	  flexible,	  competitive	  and	  less	  bureaucratic	  led	  to	  disagreement	  with	  minister	  of	  finance	  Pedro	  Solbes.	  The	  Service	  Directive	  was	  targeted	  at	  making	  it	  easier	  to	  do	  business	  and	  to	  start	  up	  new	  companies	  and	  branches	  in	  the	  EU	  member	  states135.	  Hence	  the	  EU	  Commission	  stated	  that	  the	  challenge	  here	  was	  that	  “potential	  entrepreneurs	  and	  business	  are	  often	  faced	  cumbersome	  formalities,	  
lengthy	  and	  non-­‐transparent	  procedures	  and	  excessive	  requirements.	  SME’s	  and,	  
above	  all,	  micro	  enterprises	  (which	  have	  fewer	  than	  10	  employees	  but	  make	  up	  
90%	  of	  all	  businesses!)	  are	  the	  main	  victims	  of	  this”136.	  According	  to	  the	  EU	  Commission	  this	  meant	  that	  in	  Spain,	  for	  instance	  a	  tourist	  guide	  from	  Andalusia	  could	  now	  freely	  operate	  in	  all	  regions	  of	  the	  country	  and	  that	  a	  previous	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requirement	  to	  go	  through	  an	  economic	  test	  for	  opening	  large	  shopping	  malls	  was	  abolished.	  	  	  The	  minister	  of	  finance	  did	  not	  agree	  that	  there	  would	  be	  room	  for	  new	  stimulus	  plans	  and	  the	  dispute	  resulted	  in	  Solbes’	  replacement	  and	  other	  changes	  in	  the	  government	  cabinet	  in	  the	  beginning	  of	  April137.	  In	  the	  meantime	  problems	  especially	  regarding	  unemployment	  worsened	  and	  after	  the	  first	  quarter	  of	  2009	  the	  unemployment	  rate	  had	  reached	  new	  heights	  (17,4	  percent),	  the	  double	  of	  the	  EU	  average.	  The	  rigid	  and	  uncompetitive	  nature	  of	  the	  labour	  market,	  which	  we	  have	  described	  earlier,	  was	  seen	  as	  the	  main	  cause	  to	  these	  alarming	  numbers138.	  	  	  While	  the	  stimulus	  measures	  had	  not	  seemed	  to	  work	  and	  the	  popularity	  of	  the	  government	  was	  decreasing,	  the	  main	  opposition	  party	  PP	  and	  party	  leader	  Mariano	  Rajoy	  criticized	  the	  government	  for	  increasing	  debt	  and	  argued	  for	  more	  austerity-­‐based	  measures.	  In	  late	  September	  2009	  though,	  the	  government	  outlined	  an	  austerity	  budget	  for	  2010	  and	  announced	  plans	  to	  increase	  taxes,	  which	  were	  presumed	  to	  raise	  eleven	  billion	  euro	  and	  help	  to	  address	  the	  problem	  of	  raising	  public	  deficit.	  The	  measures	  would	  include	  spending	  cuts	  and	  roll	  back	  some	  of	  the	  tax	  rebates	  introduced	  in	  the	  stimulus	  plan	  earlier.	  These	  new	  initiatives	  primarily	  targeting	  the	  economically	  strongest	  part	  of	  the	  Spanish	  society	  were	  not	  well	  received	  by	  the	  EU	  Commission,	  the	  markets	  and	  the	  PP139.	  Although	  Zapatero	  tried	  to	  reassure	  the	  EU	  of	  the	  Spanish	  commitment	  to	  meet	  the	  EU	  deficit	  targets	  and	  the	  objectives	  of	  the	  EU	  stability	  pact,	  neither	  the	  rating	  agencies	  were	  convinced	  that	  the	  initiatives	  would	  do	  the	  economy	  any	  good	  and	  in	  October	  2009	  Standard	  &	  Poor	  rated	  the	  economic	  outlook	  as	  “negative”.	  Again	  new	  austerity	  were	  introduced	  in	  the	  beginning	  of	  2010,	  while	  devastating	  figures	  and	  reports	  showed	  that	  unemployment	  had	  reached	  unprecedented	  numbers	  in	  2009,	  where	  especially	  the	  younger	  part	  of	  the	  population	  had	  been	  deeply	  affected	  by	  the	  crisis	  situation.	  The	  unemployment	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  137	  Royo	  (2013)	  p.	  63	  138	  See	  sections	  “From	  boom	  to	  bust”	  and	  “Spain’s	  economic	  model	  and	  structural	  problems”	  139	  Royo	  (2013)	  p.	  65	  
	  61	  
rate	  in	  Spain	  had	  increased	  from	  11,3	  percent	  in	  2008	  to	  18	  percent	  in	  2009140.	  Meanwhile	  youth	  unemployment	  rose	  from	  24,6	  percent	  to	  37,8	  percent	  in	  the	  same	  period141.	  Even	  though	  markets,	  international	  organizations	  and	  the	  international	  society	  still	  expressed	  deep	  concerns	  over	  the	  development	  in	  Spain,	  Zapatero	  and	  other	  representatives	  continued	  to	  stress	  that	  the	  situation	  was	  under	  control.	  Hence,	  as	  Royo	  puts	  it,	  “Despite	  the	  dismal	  prospects	  (the	  IMF	  
predicted	  that	  Spain	  would	  be	  the	  only	  big	  developed	  economy	  not	  to	  grow	  in	  
2010),	  the	  government	  continued	  with	  its	  optimistic	  outlook”142.	  While	  Royo	  continuingly	  highlights	  these	  overoptimistic	  forecasts	  and	  outlooks	  from	  the	  government,	  again	  we	  ought	  to	  remember	  the	  global	  context,	  the	  uncertainty	  and	  opaque	  nature	  of	  the	  financial	  crisis,	  which	  have	  not	  only	  prompted	  doubt	  and	  insecurity	  about	  the	  future	  in	  Spain	  but	  also	  in	  the	  rest	  of	  the	  world.	  Hence	  we	  can	  refer	  to	  countries	  like	  France143	  and	  Denmark	  where	  similar	  problems	  of	  overoptimistic	  forecasts	  seem	  to	  have	  been	  present	  throughout	  the	  crisis144.	  	  Moreover,	  according	  to	  Royo,	  in	  2010-­‐2011	  we	  witnessed	  many	  so-­‐called	  policy	  reversals	  from	  the	  government	  where	  more	  and	  more	  emphasis	  and	  focus	  was	  given	  to	  austerity	  based	  measures,	  a	  policy	  shift	  from	  stimulus	  to	  austerity145.	  While	  these	  policy	  shifts	  might	  contradict	  government	  promises	  made	  during	  the	  election	  campaign,	  on	  the	  other	  hand	  it	  seems	  to	  show	  that	  the	  government	  was	  willing	  to	  adapt	  to	  the	  uncertain	  consequences	  of	  the	  crisis.	  From	  this	  perspective	  the	  government	  and	  the	  politicians’	  handling	  of	  the	  crisis	  should	  not	  be	  discredited	  for	  being	  reluctant	  to	  change	  and	  for	  not	  having	  a	  plan	  on	  how	  to	  escape	  the	  crisis.	  Furthermore	  it	  seems	  rather	  unreasonable	  to	  demand	  such	  a	  definitive	  plan	  given	  the	  uncertain	  circumstances	  of	  a	  global	  crisis.	  	  The	  pursued	  goal	  of	  calming	  the	  markets	  by	  the	  government	  was	  not	  obtained	  and	  the	  government	  also	  saw	  its	  popularity	  fall	  among	  the	  citizens	  presumably	  as	  a	  reaction	  to	  the	  amount	  of	  austerity,	  which	  included	  budget	  cuts	  and	  higher	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taxes.	  One	  point	  of	  criticism	  stemming	  from	  the	  markets	  was	  that	  the	  government	  moved	  too	  slowly	  regarding	  reforms	  on	  areas	  such	  as	  the	  labour	  market.	  Moreover,	  the	  situation	  in	  Greece	  intensified	  speculation	  on	  an	  IMF	  rescue	  package	  in	  Spain	  and	  thus	  increased	  uncertainty.	  Yet,	  as	  Royo	  expresses	  it	  another	  “brutal	  austerity	  package”	  was	  announced	  on	  May	  12th	  2010,	  which	  contained	  cuts,	  reductions	  and	  austerity	  on	  areas	  such	  as	  the	  public	  sector,	  pensions,	  retirement,	  baby-­‐checks,	  medical	  drugs,	  foreign	  development	  aid,	  public	  investment,	  and	  regional	  governments	  and	  municipalities146.	  According	  to	  Royo	  this	  marked	  a	  clear	  policy	  reversal	  given	  that	  Zapatero	  had	  earlier	  loudly	  claimed	  that	  he	  would	  not	  touch	  social	  benefits.	  However,	  the	  author	  also	  notes	  that	  Zapatero	  and	  the	  government	  were	  facing	  notable	  pressure	  from	  external	  actors	  such	  as	  the	  EU,	  the	  US	  and	  international	  organizations	  pushing	  for	  and	  demanding	  further	  cuts	  and	  austerity.	  	  While	  circumstances	  changed	  during	  the	  crisis,	  so	  did	  the	  recommendations	  of	  external	  actors	  and	  hence	  the	  policy	  reversal	  mentioned	  above	  should	  maybe	  rather	  be	  seen	  as	  a	  sign	  of	  responsiveness	  from	  of	  the	  government	  than	  as	  a	  point	  of	  critique.	  	  The	  continuing	  calls	  for	  a	  labour	  market	  reform	  were	  heard	  and	  June	  2010	  a	  labour	  market	  reform	  was	  presented	  targeting	  the	  rigidity	  of	  the	  hiring	  and	  dismissal	  structures,	  and	  temporary	  work147.	  But	  the	  reform	  had	  not	  been	  elaborated	  in	  collaboration	  with	  the	  unions	  and	  was	  yet	  again	  not	  regarded	  as	  enough.	  Thus	  Royo	  affirms	  that,	  “The	  reform	  however,	  ended	  up	  not	  satisfying	  
anyone.	  Employers	  declared	  it	  an	  insufficient	  ‘mini	  reform’	  while	  unions	  protested	  
vehemently	  and	  announced	  mobilizations”148.	  	  Again,	  even	  though	  the	  labour	  market	  reform	  was	  highly	  criticised	  for	  being	  insufficient	  it	  demonstrates	  that	  the	  government	  took	  action	  and	  sought	  to	  address	  the	  common	  known	  problems	  of	  labour	  market.	  Moreover,	  the	  institutional	  legacy	  and	  the	  historic	  rigidities	  and	  inflexibility	  of	  the	  labour	  market,	  also	  emphasized	  by	  Field	  and	  Botti,	  should	  be	  taken	  into	  account	  making	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it	  unrealistic	  to	  think	  that	  these	  embedded	  structures	  could	  be	  changed	  over	  night.	  	  	  Scepticism	  among	  the	  Spanish	  citizens	  and	  market	  turbulence	  continued	  even	  though	  the	  government	  expressed	  further	  commitment	  to	  fiscal	  consolidation	  and	  reforms.	  In	  the	  autumn	  of	  2010	  the	  government	  announced	  a	  new	  strategy	  to	  cope	  with	  the	  crisis,	  which	  would	  have	  three	  different	  dimensions.	  The	  first	  dimension	  emphasized	  the	  government’s	  commitment	  to	  austerity	  and	  reduction	  of	  the	  deficit	  in	  order	  to	  enhance	  economic	  stability.	  Second	  point	  of	  the	  agenda	  was	  a	  reform	  of	  the	  banking	  system	  including	  mergers	  among	  the	  cajas	  (savings	  banks)149.	  Finally	  the	  pension	  system	  was	  to	  be	  reformed	  in	  January	  by	  extending	  the	  retirement	  age	  from	  65	  to	  67	  in	  2011	  and	  a	  national	  competitiveness	  commission	  was	  to	  be	  established	  with	  the	  objective	  of	  enhancing	  transparency150.	  The	  reform	  of	  the	  pension	  system	  somehow	  shows	  commitment	  on	  behalf	  of	  the	  government	  to	  address	  the	  severe	  economic	  problem	  in	  the	  long	  term	  and	  not	  only	  introducing	  austerity	  based	  cuts	  to	  reduce	  the	  deficit	  in	  the	  short	  run.	  Also	  the	  reform	  of	  the	  banking	  system	  and	  the	  merger	  of	  savings	  banks	  demonstrate	  that	  the	  government	  was	  willing	  to	  address	  one	  the	  biggest	  issues	  in	  the	  country	  and	  possibly	  one	  of	  the	  main	  causes	  of	  the	  crisis,	  also	  by	  Molinas.	  	  While	  the	  EU	  Commission	  and	  OECD	  did	  show	  some	  support	  and	  recognized	  some	  of	  the	  actions	  taken	  by	  the	  government,	  especially	  the	  OECD	  kept	  on	  stressing	  the	  crucial	  need	  for	  new	  reform	  initiatives	  regarding	  the	  labour	  market.	  According	  to	  the	  OECD	  guidelines,	  lack	  of	  competitiveness	  was	  the	  main	  reason	  for	  the	  record	  high	  unemployment	  rates151.	  Although	  small	  signs	  of	  optimism	  could	  be	  observed	  in	  the	  last	  months	  of	  2010,	  the	  new	  year	  brought	  additional	  concerns	  regarding	  deficit	  reduction	  and	  budget	  control	  in	  the	  regional	  administrations152.	  Addressing	  the	  problem	  of	  regions	  running	  deficits	  higher	  than	  what	  was	  expected	  and	  authorized	  by	  the	  government,	  the	  government	  imposed	  new	  rules	  regarding	  transparency	  and	  control	  and	  called	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for	  a	  harmonization	  of	  rules	  for	  businesses	  to	  reduce	  the	  administrative	  burden	  of	  these.	  With	  regards	  to	  the	  financial	  sector	  and	  the	  Spanish	  savings	  banks	  the	  government	  pushed	  for	  mergers,	  which	  resulted	  in	  a	  reduction	  of	  the	  number	  of	  cajas	  in	  the	  country,	  from	  45	  to	  17.	  Furthermore	  recapitalization	  of	  those	  cajas	  would	  be	  achieved	  through	  the	  FROB	  (Fund	  for	  Orderly	  Bank	  Restructuring)153.	  	  These	  initiatives	  to	  induce	  budgetary	  control	  and	  transparency	  on	  the	  regions	  and	  the	  restructuring	  of	  the	  savings	  banks	  could	  be	  seen	  as	  an	  attempt	  of	  the	  central	  government,	  as	  opposed	  to	  the	  critique	  of	  Molinas,	  to	  intervene	  and	  put	  an	  end	  to	  the	  corruption	  and	  the	  extractive	  practises	  of	  the	  ‘regional	  barons’	  and	  in	  the	  savings	  banks.	  	  	  In	  April	  2011	  Zapatero	  announced	  his	  decision	  not	  to	  be	  PSOE’s	  Prime	  Minister	  candidate	  in	  the	  next	  general	  election.	  Having	  done	  so,	  he	  once	  again	  delivered	  an	  optimistic	  message	  to	  the	  international	  society	  and	  to	  the	  Spanish	  citizens,	  stating	  that	  the	  Spain	  was	  close	  to	  having	  stabilized	  the	  situation	  in	  the	  country	  and	  close	  to	  have	  solved	  the	  final	  issue	  of	  job	  creation.	  As	  Royo	  puts	  it,	  this	  was	  again	  an	  overoptimistic	  and	  misinterpreted	  view	  on	  the	  situation	  and	  the	  future	  of	  the	  country.	  Having	  said	  this,	  the	  spread	  between	  German	  and	  Spanish	  government	  bonds	  had	  narrowed	  and	  the	  IMF	  stated	  that	  the	  situation	  in	  Spain	  was	  incomparable	  with	  other	  peripheral	  crisis	  countries	  such	  as	  Portugal	  due	  to	  the	  positive	  financial	  restructuring	  and	  the	  labour	  market	  reforms	  initiated	  in	  the	  country154.	  Again,	  this	  praise	  and	  recognition	  of	  the	  reforms	  carried	  out	  in	  Spain	  contradicts	  the	  theory	  of	  Molinas.	  	  But	  the	  historically	  high	  numbers	  of	  unemployed	  still	  seemed	  to	  indicate	  that	  the	  crisis	  was	  not	  over	  at	  all	  and	  the	  unemployment	  rate	  had	  reached	  yet	  higher	  levels	  now	  amounting	  to	  21,3	  percent	  in	  the	  beginning	  of	  2011.	  Still,	  the	  younger	  generation	  was	  particularly	  affected	  by	  the	  crisis	  and	  the	  social	  unrest	  was	  illustrated	  by	  the	  raising	  protests	  and	  the	  emergence	  of	  the	  May	  15	  movement	  and	  the	  “indignados”155.	  Apart	  from	  complaining	  about	  the	  high	  level	  of	  youth	  unemployment	  the	  protests	  were	  also	  directed	  at	  the	  political	  system	  and	  the	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politicians’	  response	  to	  the	  crisis,	  demanding	  a	  reform	  of	  the	  electoral	  system156.	  The	  unsatisfied	  population	  showed	  its	  discontent	  in	  the	  municipal	  elections	  where	  PSOE	  suffered	  a	  devastating	  defeat.	  Moreover,	  cases	  and	  reports	  of	  corruption	  started	  to	  roll	  and	  fuelled	  the	  doubt	  and	  questioning	  of	  the	  decentralized	  system	  established	  during	  the	  transition	  to	  democracy.	  Royo	  notes	  that	  in	  the	  critique,	  it	  was	  argued	  that	  the	  bureaucracy	  was	  ineffective	  and	  that	  the	  number	  of	  employees	  in	  the	  public	  administration	  was	  way	  to	  high157.	  This	  is	  a	  critique	  that	  can	  be	  recognized	  in	  Molinas’	  theory	  but	  as	  we	  have	  also	  seen,	  reforms	  had	  been	  introduced	  to	  reduce	  employees	  and	  to	  enhance	  efficiency	  in	  government	  administrative	  bodies.	  	  Markets	  had	  once	  again	  reacted	  negatively	  and	  downgraded	  the	  Spanish	  economy	  and	  new	  reports	  from	  the	  EU	  in	  June	  2011	  stated	  that	  Spanish	  growth	  assumptions	  had	  been	  too	  optimistic.	  The	  government	  introduced	  new	  spending	  cuts	  in	  July	  trying	  to	  calm	  the	  markets	  but	  also	  negative	  news	  stemming	  from	  the	  IMF	  emphasized	  that	  the	  Spanish	  economy	  still	  needed	  a	  thorough	  restoration	  and	  continued	  to	  state	  the	  need	  for	  further	  reforms	  and	  fiscal	  consolidation.	  It	  also	  underlined	  that	  a	  consensus	  driven	  approach	  was	  crucial	  to	  elaborate	  a	  comprehensive	  strategy	  with	  broad	  political	  and	  social	  support158.	  Social	  unrest,	  negative	  market	  reactions	  and	  political	  turmoil	  continued	  up	  until	  the	  general	  elections	  in	  December	  2011	  but	  before	  this,	  in	  august,	  a	  last	  attempt	  to	  calm	  the	  markets	  was	  announced	  when	  the	  government	  presented	  a	  constitutional	  amendment	  putting	  limits	  on	  the	  public	  deficit	  and	  forcing	  public	  administrations	  to	  acknowledge	  maximum	  deficit	  restrictions159.	  	  	  According	  to	  what	  we	  have	  seen	  so	  far	  regarding	  the	  handling	  of	  the	  crisis	  by	  the	  politicians,	  several	  patterns	  seem	  to	  emerge	  about	  the	  way	  the	  Spanish	  citizen,	  the	  markets,	  the	  EU	  and	  international	  institutions	  have	  reacted	  to	  these	  initiatives.	  The	  assessment	  of	  Royo	  depicts	  the	  performance	  of	  Zapatero	  and	  the	  PSOE	  government	  in	  a	  rather	  critical	  manner	  and	  argues	  that	  the	  EU	  and	  other	  international	  institutions	  have	  heavily	  criticized	  the	  handling	  of	  the	  crisis	  since	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the	  beginning.	  The	  critique	  does	  not	  only	  emphasize	  the	  late	  reaction	  to	  the	  crisis	  situation	  but	  also	  stresses	  the	  continuing	  neglect	  of	  the	  severity	  of	  the	  crisis	  and	  the	  overoptimistic	  forecast	  that	  the	  government	  kept	  on	  announcing.	  Furthermore	  Royo	  states	  that	  these	  forecasts	  contributed	  to	  the	  uncertainty	  of	  the	  markets	  about	  the	  government’s	  commitment	  to	  follow	  the	  recommendations	  of	  the	  EU.	  	  However,	  this	  perspective	  can	  be	  challenged	  in	  several	  ways.	  The	  consequences	  of	  the	  financial	  crisis	  were	  generally	  hard	  to	  predict,	  not	  only	  in	  Spain	  but	  also	  in	  the	  rest	  of	  the	  world.	  This	  might	  explain	  the	  hesitation	  of	  the	  government	  in	  the	  initial	  phase	  of	  the	  crisis	  but	  as	  we	  have	  seen	  above	  the	  government	  did	  address	  the	  crisis,	  firstly	  by	  introducing	  a	  stimulus	  package	  and	  later	  on	  by	  making	  austerity	  based	  measures	  and	  spending	  cuts	  to	  reduce	  debts.	  Moreover	  various	  reforms	  were	  implemented	  on	  areas	  including	  the	  labour	  market,	  the	  pension	  system,	  budgetary	  control	  and	  transparency	  in	  the	  regional	  governments	  and	  a	  restructuring	  of	  the	  financial	  sector	  and	  the	  savings	  banks.	  This	  indicates	  that	  the	  politicians	  did	  take	  action	  and	  acknowledged	  the	  severity	  of	  the	  crisis	  introducing	  measures	  and	  reforms	  with	  long-­‐term	  perspectives.	  Another	  point	  emphasized	  by	  Royo	  is	  that	  the	  measures	  and	  initiatives	  introduced	  by	  the	  government	  in	  this	  period	  were	  consistently	  seen	  as	  insufficient	  both	  regarding	  reforms	  as	  well	  as	  austerity	  measures.	  He	  argues	  that	  especially	  structural	  reforms	  and	  the	  reform	  of	  the	  labour	  market	  have	  been	  perceived	  as	  crucial	  to	  escape	  the	  crisis	  but	  even	  though	  some	  steps	  were	  taken	  towards	  changes	  in	  these	  areas,	  they	  were	  again	  and	  again	  regarded	  as	  ‘not	  enough’.	  What	  also	  seems	  clear	  from	  what	  we	  have	  seen	  above	  is	  that	  the	  Spanish	  government	  was	  under	  a	  lot	  of	  pressure	  both	  from	  within	  the	  country	  and	  from	  international	  organizations	  and	  the	  markets.	  Taking	  into	  account	  the	  government’s	  reform	  agenda	  this	  critique	  seems	  rather	  harsh	  and	  we	  should	  note	  for	  instance	  that	  the	  assignment	  of	  changing	  the	  deep-­‐rooted	  structural	  problems	  of	  the	  labour	  market	  over	  night	  would	  be	  highly	  complex	  if	  not	  impossible.	  Here	  we	  should	  also	  remember	  the	  discussion	  on	  path	  dependence	  and	  the	  institutional	  legacy	  on	  the	  country.	  Even	  though	  the	  reactions	  on	  the	  Spanish	  reform	  agenda	  by	  the	  EU	  have	  not	  always	  been	  positive,	  the	  country	  specific	  recommendation	  and	  reports	  on	  Spain	  did	  demonstrate	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some	  kind	  of	  support	  for	  the	  initiatives	  taken160.	  Also,	  when	  looking	  outside	  Spanish	  borders	  other	  countries	  have	  seemed	  to	  struggle	  with	  similar	  problems	  and	  with	  the	  EU	  service	  directive	  in	  mind,	  the	  problems	  regarding	  competitiveness	  have	  been	  on	  agenda	  in	  other	  EU	  member	  states	  as	  well,	  suggesting	  that	  this	  is	  not	  a	  unique	  Spanish	  problem.	  	  With	  regards	  to	  Molinas	  and	  the	  handling	  of	  the	  crisis	  by	  the	  politicians’,	  elements	  seem	  to	  indicate	  that	  his	  critique	  of	  the	  political	  elite	  do	  not	  prove	  to	  be	  overly	  convincing.	  The	  government	  and	  the	  politicians	  maybe	  did	  not	  provide	  reforms	  and	  changes	  that	  could	  set	  the	  Spanish	  economy	  back	  on	  track	  immediately	  but	  on	  the	  other	  hand	  it	  introduced	  reforms	  and	  other	  measures	  and	  attempts	  to	  cope	  with	  the	  wide-­‐reaching	  problems,	  that	  surfaced	  when	  the	  crisis	  hit.	  Furthermore,	  the	  policy	  reversals	  critically	  emphasized	  by	  Royo	  could	  be	  understood	  as	  an	  indication	  of	  willingness	  by	  the	  government	  to	  adapt	  to	  the	  unexpected	  effects	  of	  the	  crisis.	  As	  we	  remember,	  Molinas	  questions	  the	  underlying	  motives	  of	  the	  government	  and	  the	  politicians’	  actions	  and	  claims	  that	  they	  have	  not	  provided	  any	  long-­‐term	  plan	  on	  how	  to	  escape	  the	  crisis.	  But	  from	  what	  we	  have	  seen,	  the	  government	  did	  take	  action	  and	  did	  try	  to	  cope	  with	  the	  problems	  even	  though	  the	  initiatives	  did	  not	  always	  have	  the	  expected	  effects	  and	  at	  times	  proved	  to	  be	  insufficient.	  While	  some	  observers	  regards	  the	  crisis	  management	  of	  the	  politicians	  as	  inadequate	  or	  insufficient	  there	  does	  not	  seem	  to	  be	  reason	  to	  believe	  that	  this	  can	  be	  explained	  by	  underlying,	  extractive	  and	  rent	  seeking	  motives	  of	  the	  politicians.	  On	  the	  contrary	  the	  government	  introduced	  reforms	  intended	  to	  have	  positive	  effects	  the	  country	  in	  the	  long	  run.	  As	  an	  example,	  the	  reform	  introduced	  to	  address	  problems	  in	  the	  regional	  governments	  indicates	  a	  commitment	  to	  enhance	  control	  and	  transparency,	  and	  to	  combat	  corruption.	  This	  contradicts	  the	  critique	  of	  Molinas	  claiming	  that	  the	  politicians	  are	  reluctant	  to	  change	  in	  order	  to	  protect	  their	  privileged	  position	  and	  the	  ‘system	  of	  rent-­‐seeking’.	  	  Moreover,	  some	  elements	  from	  our	  theoretical	  discussion	  of	  different	  concepts	  such	  as	  bureaucracy,	  institutions,	  path	  dependence	  and	  responsiveness	  of	  the	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politicians,	  may	  contribute	  to	  a	  better	  understanding	  of	  how	  the	  crisis	  has	  been	  handled.	  Royo	  affirms	  that	  during	  the	  crisis,	  a	  number	  of	  corruption	  scandals	  emerged,	  which	  meant	  that	  added	  focus	  was	  levelled	  at	  the	  functioning	  of	  the	  state	  apparatus	  and	  the	  big	  regional	  public	  administrations.	  Hence,	  the	  critique	  has	  revolved	  around	  the	  size,	  the	  number	  employees	  and	  the	  inefficiency	  of	  these	  bodies.	  Royo	  notes	  that	  the	  regional	  administrations	  played	  a	  negative	  role	  during	  the	  crisis,	  delaying	  the	  implementation	  of	  several	  reform	  initiatives.	  This	  seems	  to	  indicate	  that	  Molinas	  to	  some	  extend	  might	  be	  right	  arguing	  that	  some	  politicians,	  in	  the	  regional	  administrations,	  have	  been	  reluctant	  to	  change	  and	  might	  have	  delayed	  the	  implementation	  process	  in	  order	  to	  preserve	  their	  privileged	  position.	  Having	  said	  this,	  reforms	  were	  implemented	  to	  overcome	  this	  problem	  and	  to	  enhance	  control	  and	  transparency	  in	  the	  regions.	  Turning	  to	  our	  discussion	  regarding	  the	  significance	  and	  the	  role	  of	  the	  bureaucracy,	  the	  contributions	  Peter	  Evans	  provided	  us	  with	  three	  developmental	  stages	  of	  states	  exemplified	  by	  Zaire,	  Brazil	  and	  Japan.	  Here	  it	  was	  argued	  that	  the	  functioning	  and	  the	  effectiveness	  of	  the	  bureaucracy	  are	  crucial	  to	  the	  general	  functioning	  and	  development	  of	  the	  state,	  and	  furthermore	  that	  the	  recruitment	  of	  staff	  plays	  an	  important	  role	  in	  terms	  of	  the	  degree	  of	  responsiveness	  of	  the	  politicians	  and	  the	  pursuance	  of	  the	  common	  good.	  	  According	  to	  the	  argument	  meritocratic	  recruitment	  of	  staff	  in	  the	  state	  apparatus	  plays	  a	  vital	  role	  in	  securing	  the	  pursuance	  of	  the	  common	  good,	  as	  opposed	  to	  political	  patronage	  where	  employees	  are	  handpicked.	  Both	  Hopkin	  and	  Royo	  identify	  several	  flaws	  in	  the	  bureaucratic	  system	  regarding	  the	  size	  of	  the	  apparatus,	  the	  effectiveness,	  corruption,	  political	  patronage,	  clientelism	  etc.	  With	  this	  in	  mind	  it	  seems	  reasonable	  to	  argue	  that	  the	  functioning	  of	  the	  bureaucracy	  in	  Spain	  have	  not	  been	  ideal	  and	  hence	  might	  have	  contributed	  the	  difficulties	  in	  implementing	  reforms	  and	  other	  measures,	  at	  least	  on	  regional	  level.	  The	  malfunctioning	  of	  the	  bureaucracy	  is	  also	  emphasized	  by	  Molinas	  but	  the	  origins	  of	  his	  critique	  seem	  to	  lie	  elsewhere	  than	  merely	  in	  the	  institutional	  setup	  and	  the	  structure	  and	  functioning	  of	  the	  bureaucracy.	  Molinas	  blames	  the	  political	  elite	  for	  protecting	  the	  political	  and	  institutional	  structures	  and	  argues	  that	  their	  stubbornness	  to	  do	  so	  is	  grounded	  in	  their	  extractive	  and	  rent-­‐seeking	  behaviour.	  Having	  said	  this,	  the	  assessment	  of	  the	  reform	  program	  does	  not	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seem	  to	  provide	  us	  with	  any	  evidence	  for	  this	  assertion	  even	  though	  there	  have	  been	  some	  cases	  of	  corruption	  and	  problems	  regarding	  the	  implementation	  of	  reforms	  in	  the	  regional	  administrations.	  	  In	  this	  context	  also	  the	  discussion	  of	  path	  dependence	  and	  how	  the	  historic	  development	  of	  institutions	  affects	  the	  present	  structures	  is	  relevant.	  Hopkin	  stresses	  that	  the	  historically	  heavy	  and	  statist	  nature	  of	  the	  Southern	  European	  countries	  might	  have	  hampered	  the	  implementation	  of	  reforms,	  and	  as	  opposed	  to	  Molinas’	  critique	  this	  would	  indicate	  that	  the	  difficulty	  or	  failure	  to	  implement	  reforms	  should	  be	  seen	  in	  the	  light	  of	  institutional	  problems	  and	  complexity,	  rather	  than	  reluctance	  and	  unwillingness	  of	  the	  politicians.	  	  As	  we	  have	  gone	  through	  the	  development	  of	  the	  crisis	  and	  the	  actions	  taken	  by	  Zapatero	  and	  PSOE	  government	  until	  December	  2011,	  the	  assessment	  of	  Royo	  shows	  that	  external	  actors	  seem	  to	  have	  played	  a	  significant	  role.	  Hopkin	  argues	  that	  especially	  the	  influence	  of	  the	  EU	  have	  been	  decisive	  both	  regarding	  the	  development	  before	  and	  during	  the	  crisis,	  while	  Molinas	  seem	  more	  convinced	  that	  the	  most	  important	  feature	  of	  the	  crisis	  have	  been	  the	  scarcely	  handling	  and	  inactions	  of	  the	  politicians	  and	  the	  political	  elite	  at	  domestic	  level.	  	  According	  to	  the	  previous,	  the	  EU	  and	  other	  international	  institutions	  have	  carefully	  followed	  the	  situation	  in	  Spain	  during	  the	  crisis.	  EU	  country	  recommendations	  have	  been	  frequent,	  credit	  rating	  agencies	  have	  had	  implications	  for	  borrowing	  costs	  and	  other	  international	  actors	  have	  made	  their	  opinions	  clear.	  Meanwhile,	  this	  should	  not	  give	  reason	  to	  neglect	  the	  role	  of	  the	  Spanish	  politicians.	  	  Even	  though	  the	  government	  have	  introduced	  several	  reforms	  and	  acted	  on	  the	  crisis	  situation	  in	  the	  country,	  we	  must	  remember	  that	  these	  initiatives	  did	  not	  stop	  the	  development	  of	  increasing	  unemployment	  and	  neither	  did	  it	  improve	  the	  economic	  situation	  significantly.	  	  
4.5	  Reforms	  and	  policy	  response	  by	  PP	  since	  December	  2011	  In	  the	  following	  section	  we	  will	  turn	  to	  look	  at	  the	  performance	  of	  the	  PP	  since	  the	  insertion	  of	  the	  new	  government	  in	  December	  2011.	  The	  PP	  won	  full	  majority	  in	  the	  parliament	  and	  presented	  a	  party	  program,	  which	  included	  three	  main	  priorities,	  namely	  budgetary	  stability,	  cleaning	  up	  the	  financial	  sector	  and	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the	  introduction	  of	  structural	  reforms161.	  Accordingly	  this	  would	  imply	  the	  imposition	  of	  further	  austerity	  measures	  and	  a	  labour	  market	  reform	  to	  enhance	  the	  competitiveness	  and	  flexibility	  of	  the	  Spanish	  economy162.	  In	  broad	  terms	  it	  looked	  like	  the	  PP	  to	  some	  extent	  would	  follow	  the	  same	  path	  as	  the	  previous	  government.	  	  In	  January	  2012	  spending	  cuts	  in	  almost	  all	  sectors	  and	  a	  budget	  stability	  law	  were	  to	  be	  announced	  and	  it	  was	  hoped	  that	  this	  would	  serve	  to	  restore	  confidence.	  A	  labour	  market	  reform	  and	  other	  measures	  were	  to	  include	  the	  promotion	  of	  entrepreneurship,	  tax	  cuts	  for	  small	  companies,	  cheaper	  dismissal	  costs,	  changing	  the	  structure	  of	  collective	  bargaining,	  a	  reduction	  of	  regulatory	  procedures	  and	  the	  bureaucracy,	  raising	  the	  income	  and	  property	  tax,	  among	  other	  initiatives163.	  	  This	  labour	  market	  reform	  can	  yet	  again	  be	  seen	  as	  another	  strong	  attempt	  by	  the	  politicians	  to	  cope	  with	  the	  alarming	  unemployment	  problems	  in	  the	  country	  and	  demonstrates	  a	  long-­‐term	  commitment	  to	  change.	  An	  assessment	  of	  the	  labour	  market	  reform	  from	  the	  OECD	  in	  December	  2013	  confirms	  this	  and	  concludes	  that,	  “Overall,	  the	  2012	  labour	  market	  reform	  appears	  to	  have	  brought	  
more	  dynamism	  in	  to	  the	  Spanish	  labour	  market	  and	  is	  a	  step	  towards	  the	  
reduction	  of	  its	  widespread	  segmentation	  and	  the	  increase	  of	  the	  competitiveness	  
of	  the	  Spanish	  economy	  in	  the	  medium	  term”164.	  However,	  the	  task	  did	  not	  seem	  easy	  given	  that	  the	  unemployment	  rate	  in	  2011	  was	  at	  21,7	  percent	  while	  the	  unemployment	  rate	  for	  the	  younger	  generation	  had	  reached	  46,4	  percent,	  the	  highest	  rate	  in	  the	  EU	  at	  this	  time165.	  	  	  Economic	  forecasts	  and	  the	  budget	  deficit	  for	  2011	  had	  once	  again	  proven	  to	  be	  overoptimistic	  and	  the	  new	  initiatives,	  for	  instance	  the	  decision	  to	  raise	  taxes,	  were	  contradicting	  the	  promises	  of	  the	  election	  campaign,	  Royo	  argues166.	  The	  budget	  deficit	  target	  for	  2011	  (6	  percent	  of	  GPD)	  had	  been	  exceeded	  reaching	  8,5	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  161	  The	  Guardian	  (20/11/2011)	  162	  Royo	  (2013)	  p.	  83	  163	  The	  Telegraph	  (10/02/2012)	  164	  OECD	  (December	  2013);	  The	  2012	  Labour	  Market	  Reform	  in	  Spain	  165	  Eurostat;	  Youth	  Unemployment	  166	  Royo	  (2013)	  p.	  84-­‐85	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percent	  and	  there	  was	  furthermore	  discussion	  and	  disagreement	  between	  the	  Spanish	  government	  and	  the	  EU	  about	  budget	  target	  of	  2012,	  where	  the	  government	  argued	  that	  a	  target	  deficit	  of	  4,4	  percent	  set	  by	  the	  EU	  was	  unrealisable.	  Finally,	  in	  March	  a	  target	  deficit	  of	  5,3	  percent	  was	  agreed	  upon	  but	  concerns	  about	  the	  raising	  public	  deficit	  surfaced	  again	  and	  was	  seen	  partly	  as	  a	  consequence	  of	  the	  troubled	  banks,	  bailouts	  and	  the	  deficits	  in	  the	  regions.	  After	  having	  received	  positive	  reactions	  during	  the	  first	  months	  of	  2012,	  the	  continuing	  economic	  deterioration	  resulted	  in	  uncertainty	  on	  the	  markets,	  which	  meant	  that	  bond	  yields	  increased167.	  The	  raising	  number	  of	  judicial	  foreclosures	  and	  people	  being	  unable	  to	  pay	  their	  mortgages	  marked	  further	  signs	  of	  a	  deteriorating	  situation.	  A	  general	  strike	  was	  arranged	  by	  the	  unions	  on	  the	  March	  29	  to	  express	  their	  discontent	  regarding	  the	  labour	  market	  reform168.	  In	  spite	  of	  this,	  the	  government	  stuck	  to	  the	  plan	  and	  introduced	  a	  new	  budget	  containing	  more	  austerity	  measures.	  These	  new	  measures	  amounting	  to	  27	  billion	  euro	  included	  tax	  raises	  both	  for	  companies	  and	  individuals,	  and	  extensive	  reductions	  in	  public	  spending.	  The	  initiatives	  were	  yet	  again	  aimed	  at	  satisfying	  the	  EU	  and	  IMF	  in	  order	  to	  avoid	  needing	  a	  bailout	  and	  to	  reduce	  the	  budget	  deficit	  in	  accordance	  with	  the	  target	  of	  5,3	  percent	  of	  GDP169.	  	  In	  April	  pressure	  and	  concern	  over	  a	  possible	  bailout	  was	  reflected	  in	  raising	  borrowing	  costs	  on	  the	  markets	  and	  doubt	  grew	  about	  the	  strategy	  of	  endless	  austerity.	  In	  April,	  the	  government	  had	  announced	  a	  reform	  on	  education	  and	  health,	  which	  would	  save	  around	  10	  billion	  and	  a	  campaign	  targeting	  tax	  evasion,	  was	  also	  introduced.	  	  The	  efforts	  did	  not	  seem	  to	  calm	  the	  market	  nor	  the	  international	  society	  even	  though	  the	  government	  and	  Rajoy	  kept	  on	  stressing	  that	  Spain	  would	  not	  need	  to	  be	  rescued.	  As	  Royo	  puts	  it,	  the	  situation	  in	  Spain	  was	  unstable	  on	  many	  levels	  and	  “The	  government	  had	  both	  a	  financial	  deficit	  and	  a	  deficit	  of	  credibility,	  and	  it	  
found	  itself	  playing	  catch-­‐up	  with	  the	  markets	  to	  no	  avail”170.	  While	  Royo	  might	  be	  right	  about	  these	  apparent	  difficulties	  and	  that	  the	  government	  was	  under	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pressure,	  the	  reform	  initiatives	  and	  the	  tough	  austerity	  measures	  introduced	  signals	  that	  the	  politicians	  did	  not	  give	  up	  and	  wished	  to	  change	  the	  situation.	  	  	  The	  issue	  of	  making	  the	  regions	  stick	  to	  their	  budgets	  was	  once	  again	  on	  the	  agenda	  and	  to	  enhance	  control,	  a	  budgetary	  stability	  law	  was	  passed	  authorizing	  the	  central	  government	  to	  intervene	  to	  ensure	  compliance.	  This	  initiative	  was	  meant	  as	  an	  attempt	  to	  calm	  the	  markets	  and	  to	  respond	  to	  concerns	  within	  the	  EU171.	  However	  these	  measures	  caused	  further	  political	  turmoil	  and	  brought	  the	  question	  of	  the	  system	  of	  autonomous	  regions	  and	  the	  inefficiencies	  of	  the	  current	  structures	  to	  the	  agenda.	  A	  three-­‐year	  budgetary	  stability	  plan	  included	  three	  main	  goals,	  namely	  to	  enhance	  control	  of	  central	  government	  spending	  and	  in	  the	  autonomous	  regions,	  and	  to	  reduce	  social	  security	  spending172.	  With	  Molinas	  critique	  in	  mind,	  this	  demonstrates	  that	  the	  government	  of	  Rajoy	  was	  committed	  to	  address	  the	  persisting	  problems	  in	  the	  regions	  by	  enhancing	  control	  and	  regulation.	  	  The	  new	  actions	  taken	  by	  the	  government	  did	  not	  have	  the	  effects	  hoped	  for	  and	  reports	  showed	  that	  the	  foreign	  investment	  had	  fallen	  remarkably	  and	  the	  credit	  rating	  agencies	  further	  downgraded	  the	  Spanish	  rating173.	  Later	  it	  became	  evident	  that	  the	  country	  found	  itself	  in	  a	  recession	  with	  GDP	  falling	  0,4	  percent	  in	  the	  first	  quarter	  of	  2012174.	  The	  government	  still	  did	  not	  find	  necessity	  of	  a	  EU-­‐financed	  rescue	  plan	  claiming	  that	  the	  labour	  market	  reform	  and	  the	  financial	  reform	  would	  ameliorate	  the	  situation.	  	  In	  July	  a	  fourth	  round	  of	  austerity	  measures	  was	  introduced	  combining	  VAT	  and	  tax	  increases	  with	  cuts	  in	  public	  sector	  wages	  and	  a	  reform	  of	  the	  pension	  system,	  among	  other	  initiatives.	  The	  package	  was	  expected	  overall	  to	  bring	  down	  the	  deficit	  by	  80	  billion	  euro	  and	  Rajoy	  presented	  it	  as	  the	  biggest	  adjustment	  package	  in	  Spanish	  history	  since	  the	  transition175.	  These	  new	  austerity	  measures	  made	  the	  way	  for	  EU	  aid	  and	  100	  billion	  euro	  to	  recapitalize,	  restructure	  and	  save	  the	  banking	  sector.	  The	  banking	  crisis	  was	  regarded	  as	  one	  of	  the	  biggest	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issues	  in	  Spain	  and	  led	  to	  the	  collapse	  of	  Bankia	  and	  to	  a	  recapitalization	  and	  financial	  bailout	  of	  the	  financial	  sector	  in	  the	  summer	  2012176.	  The	  recapitalization	  of	  the	  banks	  was	  the	  first	  step	  in	  a	  thorough	  restructuring	  of	  the	  financial	  sector	  in	  Spain	  and	  a	  detailed	  plan	  on	  how	  to	  accomplish	  this	  was	  elaborated	  by	  the	  EU	  Commission177.	  	  The	  politicians’	  influence	  and	  role	  regarding	  the	  irresponsible	  behaviour	  of	  the	  banks	  before	  the	  crisis,	  is	  one	  of	  Molinas	  main	  points	  of	  critique.	  Thus	  he	  claims	  that	  the	  politicians,	  due	  to	  their	  unhealthy	  influence	  in	  the	  banks,	  have	  acted	  irresponsible	  and	  even	  benefitted	  from	  the	  excessive	  lending.	  However,	  the	  recapitalization	  process	  and	  the	  reform	  of	  the	  financial	  sector	  shows	  that	  the	  politicians	  have	  sought	  also	  to	  solve	  this	  problem	  by	  enhancing	  control	  and	  increasing	  requirements	  in	  the	  banks.	  Since	  the	  restructuring	  of	  the	  financial	  sector	  was	  initiated	  the	  IMF	  have	  published	  several	  reports	  on	  the	  progress	  and	  one	  of	  the	  first	  reports	  firmly	  mentions	  the	  continuing	  necessity	  of	  reforms	  while	  praising	  the	  government	  for	  its	  initiative	  on	  the	  area178.	  	  	  Rajoy	  admitted	  having	  promised	  not	  to	  increase	  taxes	  during	  the	  election	  campaign	  but	  argued	  and	  defended	  his	  actions	  claiming	  that	  the	  situation	  and	  the	  circumstances	  had	  changed	  during	  the	  crisis,	  and	  Royo	  notes	  that,	  “This	  latest	  
austerity	  package	  was	  a	  complete	  turnaround	  on	  the	  government	  promises”179.	  He	  also	  emphasizes	  that	  Rajoy	  was	  facing	  a	  more	  and	  more	  difficult	  task	  of	  ensuring	  the	  markets	  that	  the	  country	  could	  deliver	  on	  both	  austerity	  and	  growth	  while	  also	  having	  to	  convince	  the	  Spanish	  citizen	  that	  the	  measures	  and	  actions	  taken	  were	  necessary	  and	  unavoidable	  in	  order	  to	  return	  to	  economic	  growth.	  This	  task	  did	  not	  seem	  to	  get	  any	  easier	  after	  having	  lost	  credibility	  among	  the	  citizens	  due	  to	  the	  above	  mentioned	  policy	  turnarounds	  and	  the	  economic	  instability	  in	  the	  country180.	  	  As	  with	  the	  policy	  turnarounds	  of	  Zapatero’s	  government,	  it	  should	  be	  noted	  that	  the	  changing	  circumstances	  of	  the	  crisis	  made	  it	  difficult	  for	  most	  governments,	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also	  in	  the	  rest	  of	  Europe,	  to	  stick	  to	  their	  initial	  government	  programs.	  Furthermore	  external	  events	  and	  actors	  also	  influenced	  the	  situation	  in	  Spain,	  which	  meant	  that	  priorities	  changed	  with	  the	  development	  of	  the	  crisis	  and	  forced	  the	  government	  to	  adjust	  their	  policies.	  	  	  Positive	  market	  reactions	  to	  the	  new	  austerity	  package	  however	  brought	  some	  optimism	  to	  the	  situation	  and	  the	  interest	  rates	  lowered	  a	  bit.	  But	  this	  did	  not	  last	  long	  and	  the	  markets	  once	  again	  reacted	  negatively	  to	  the	  unstable	  public	  finances	  and	  the	  fear	  that	  Spain	  would	  need	  a	  regular	  bailout	  package.	  Furthermore	  a	  review	  of	  the	  economic	  forecast	  showed	  that	  the	  economy	  was	  expected	  to	  contract	  more	  than	  anticipated,	  0,5	  percent	  instead	  of	  0,2	  in	  2012,	  and	  the	  unemployment	  rate	  was	  still	  at	  around	  24	  percent181.	  Also,	  some	  of	  the	  regions	  proved	  to	  be	  in	  very	  bad	  shape,	  namely	  Catalonia,	  Murcia	  and	  Valencia,	  and	  were	  forced	  to	  request	  18	  billion	  euro	  from	  the	  newly	  created	  emergency	  fund.	  This	  fuelled	  further	  uncertainty	  about	  the	  general	  situation	  in	  the	  country182.	  The	  enhanced	  pressure	  for	  cuts	  in	  regional	  governments	  led	  to	  a	  dispute	  between	  the	  Rajoy	  and	  central	  government	  on	  one	  side,	  and	  the	  regions	  on	  the	  other,	  drawing	  attention	  to	  the	  discussion	  of	  the	  current	  decentralized	  political	  system183.	  Upon	  the	  collapse	  of	  Bankia,	  the	  Bank	  of	  Spain	  and	  its	  governor,	  Ordoñez	  openly	  criticized	  the	  government	  for	  having	  caused	  a	  collapse	  of	  confidence	  in	  Spain.	  While	  the	  European	  Central	  Bank	  and	  European	  leaders	  were	  awaiting	  the	  effects	  of	  the	  implementation	  of	  the	  banking	  bailout,	  Royo	  notes	  that	  Spain	  had	  reached	  “the	  peak	  of	  the	  storm”	  in	  the	  end	  of	  July184.	  Borrowing	  costs	  had	  soared	  but	  a	  declaration	  of	  ECB	  president,	  Maria	  Draghi,	  reassured	  that	  the	  ECB	  would	  be	  willing	  to	  do	  whatever	  it	  would	  take	  to	  save	  the	  Euro,	  and	  this	  statement	  served	  to	  bring	  down	  yields	  on	  Spanish	  government	  bonds	  for	  a	  period185.	  The	  continuing	  problems	  of	  calming	  the	  markets	  and	  the	  widespread	  speculation	  about	  the	  risk	  of	  bailout	  in	  Spain	  made	  several	  international	  leaders	  and	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politicians	  express	  their	  support	  and	  praise	  of	  the	  efforts	  and	  reforms	  carried	  out	  in	  Spain.	  However	  the	  situation	  in	  Spain	  did	  not	  improve	  much	  and	  the	  unemployment	  rate	  had	  reached	  a	  record	  high	  rate	  of	  24,6	  percent	  while	  the	  rate	  for	  youth	  unemployment	  rose	  to	  devastating	  53	  percent.	  The	  austerity	  package	  earlier	  in	  2012	  had	  introduced	  significant	  cuts	  in	  the	  public	  sector	  and	  reduced	  the	  number	  of	  employees	  by	  63.000.	  The	  IMF	  again	  praised	  the	  government	  for	  their	  actions	  but	  also	  noted	  that	  the	  austerity	  measures	  and	  deficit	  reduction	  could	  have	  negative	  impact	  on	  growth.	  Moreover,	  Royo	  adds	  that,	  “The	  lack	  of	  
confidence	  in	  the	  Spanish	  economy	  was	  also	  illustrated	  by	  the	  massive	  amount	  of	  
capital	  flight”186.	  But	  it	  was	  not	  only	  the	  investors	  who	  apparently	  had	  lost	  fate	  in	  the	  Spanish	  government,	  hence	  opinion	  polls	  in	  late	  July	  2012	  showed	  that	  the	  support	  for	  the	  PP	  had	  declined	  dramatically	  while	  the	  support	  for	  PSOE	  had	  only	  increased	  a	  little	  since	  the	  elections	  in	  November	  2011187.	  	  Royo	  mentions	  the	  decreasing	  popularity	  of	  the	  government	  but	  with	  the	  vast	  amount	  of	  austerity	  and	  cuts	  introduced	  in	  the	  given	  period,	  this	  is	  hardly	  surprising.	  With	  the	  many	  reforms	  and	  austerity	  measures	  and	  cuts	  introduced,	  a	  lot	  of	  people	  were	  affected	  and	  if	  we	  add	  this	  to	  the	  growing	  unemployment	  rates	  it	  seems	  understandable	  that	  the	  popularity	  of	  the	  government	  would	  fall.	  Another	  point	  to	  be	  made	  here	  is	  that	  the	  austerity	  measures	  and	  budgetary	  cuts	  had	  immediate	  effects	  on	  people’s	  lives,	  for	  instance	  the	  wage	  cuts	  in	  the	  public	  sector	  or	  dismissals.	  Meanwhile	  the	  benefits	  of	  reforms	  are	  often	  long-­‐term	  meaning	  that	  the	  effects	  cannot	  be	  seen	  instantly	  and	  are	  therefor	  somehow	  less	  tangible.	  And	  again	  we	  must	  underline	  the	  importance	  of	  institutional	  legacy	  and	  that	  it	  is	  a	  long	  and	  slow	  process	  to	  make	  radical	  changes	  of	  the	  financial	  sector,	  the	  labour	  market	  and	  of	  the	  decentralized	  political	  system.	  	  What	  we	  have	  seen	  in	  the	  previous	  is	  that	  the	  actions	  and	  measures	  introduced	  by	  both	  Zapatero	  and	  Rajoy	  until	  July	  2012	  did	  not	  seem	  to	  improve	  the	  economic	  situation	  much	  nor	  to	  restore	  confidence	  in	  the	  Spanish	  economy	  even	  though	  a	  range	  of	  austerity	  measures	  and	  reforms	  were	  carried	  out.	  Royo	  concludes	  that,	  “Both	  governments	  tried	  to	  do	  virtually	  everything	  demanded	  of	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them,	  including	  one	  of	  the	  most	  ambitious	  labour	  reforms	  seen	  in	  Europe	  since	  
World	  War	  II,	  with	  the	  expectation	  that	  both	  the	  EU/ECB	  and	  international	  bond	  
markets	  would	  reward	  them	  with	  lower	  financing	  costs,	  but	  it	  did	  not	  happen”188.	  	  The	  politicians	  in	  Spain	  have	  seemed	  to	  handle	  many	  of	  the	  crucial	  issues	  that	  became	  evident	  when	  the	  crisis	  hit.	  Thus	  reforms	  of	  the	  labour	  market,	  the	  pension	  system,	  the	  financial	  sector	  and	  the	  budgetary	  control	  in	  the	  regions	  have	  all	  been	  carried	  into	  effect.	  On	  his	  background	  it	  seems	  reasonable	  to	  reject	  the	  thesis	  of	  Molinas	  regarding	  the	  incompetence	  or	  reluctance	  of	  the	  politicians	  to	  formulate	  a	  comprehensive	  long-­‐term	  plan	  on	  how	  to	  escape	  the	  crisis.	  	  However,	  throughout	  our	  assessment	  we	  have	  seen	  Royo	  emphasize	  that,	  the	  over	  optimistic	  assumptions,	  the	  wrong	  economic	  forecasts,	  the	  denial,	  the	  policy	  turnarounds	  and	  contradictions,	  the	  accusations	  towards	  the	  markets	  and	  the	  blame	  of	  EU	  partners,	  are	  all	  elements	  which	  have	  characterized	  the	  two	  governments	  of	  Zapatero	  and	  Rajoy	  and	  have	  contributed	  to	  the	  lack	  of	  confidence	  and	  uncertainty189.	  	  While	  this	  critique	  can	  be	  justified	  to	  some	  extent,	  Royo	  do	  not	  seem	  to	  take	  into	  account	  uncertainty	  and	  changing	  circumstances	  brought	  about	  by	  the	  financial	  crisis	  as	  a	  possible	  reason	  for	  the	  changing	  policy	  agendas	  of	  the	  governments.	  Moreover	  it	  should	  be	  noted	  that	  many	  of	  the	  reforms	  carried	  out	  in	  Spain	  have	  been	  wide	  reaching,	  long-­‐term	  and	  of	  structural	  character,	  which	  makes	  it	  likely	  that	  it	  will	  take	  time	  for	  them	  to	  be	  fully	  implemented	  and	  for	  the	  effects	  to	  be	  seen.	  	  The	  question	  of	  whether	  the	  politicians	  have	  done	  ‘enough’	  to	  address	  the	  crisis	  situation	  is	  arguably	  very	  hard	  to	  answer.	  However	  from	  what	  we	  have	  seen	  in	  the	  previous	  and	  in	  relation	  to	  the	  theory	  of	  Molinas,	  so	  far	  there	  do	  not	  seem	  to	  be	  evidence	  suggesting	  that	  the	  politicians’	  actions	  have	  been	  driven	  by	  ‘extractive‘	  motives.	  Though	  we	  have	  seen	  that	  Spain	  and	  the	  Spanish	  politicians	  have	  predominantly	  followed	  the	  prescriptions	  and	  recommendations	  of	  the	  EU	  and	  IMF,	  economists	  of	  for	  instance	  the	  Keynesian	  school	  would	  argue	  that	  actions	  and	  policy	  measures	  introduced	  to	  overcome	  the	  crisis	  have	  not	  been	  adequate.	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  Another	  important	  point	  emphasized	  by	  Royo	  is	  the	  problems	  regarding	  the	  management	  of	  the	  regions	  and	  the	  regional	  governments	  of	  both	  governments	  in	  charge	  during	  the	  crisis.	  He	  states	  that,	  “If	  anything,	  the	  crisis	  demonstrated	  that	  there	  is	  a	  dual	  culpability,	  as	  both	  parties	  
shared	  responsibility	  over	  the	  management	  of	  the	  regions	  and	  the	  central	  
government	  in	  the	  years	  preceding	  and	  during	  the	  crisis.	  Both	  often	  governed	  with	  
genuine	  incompetence,	  particularly	  at	  the	  regional	  and	  local	  level”190.	  	  What	  is	  important	  to	  note	  here	  is	  that	  exactly	  this	  problem	  of	  incompetence	  and	  inefficiency	  have	  been	  addressed	  by	  introducing	  reforms,	  in	  an	  attempt	  to	  enhance	  efficiency	  and	  transparency	  especially	  within	  the	  regional	  administrations.	  This	  being	  said	  it	  would	  be	  naïve	  to	  think	  that	  all	  the	  problems	  are	  solved,	  but	  in	  relation	  to	  the	  critique	  of	  Molinas,	  the	  important	  point	  to	  be	  stressed	  here	  is	  that	  action	  has	  been	  taken	  to	  make	  up	  for	  many	  of	  these	  problems.	  Moreover,	  the	  statement	  above	  also	  shows	  that	  path	  dependence	  seem	  to	  be	  an	  important	  aspect	  in	  order	  to	  understand	  the	  crisis	  in	  Spain,	  given	  that	  problems	  of	  institutional	  character,	  the	  mere	  functioning	  of	  the	  state	  and	  the	  labour	  market	  seem	  to	  have	  roots	  in	  the	  historic	  development	  of	  the	  country	  and	  the	  system	  as	  a	  whole.	  	  Royo	  also	  notes	  that	  there	  has	  been	  a	  deficit	  and	  lack	  of	  consensus	  between	  the	  two	  governing	  parties	  and	  that	  the	  politicians	  have	  failed	  in	  terms	  of	  placing	  the	  common	  interest	  of	  the	  people	  and	  best	  practise	  for	  Spain	  over	  their	  own	  particular	  political	  interest.	  This	  statement	  would	  somehow	  justify	  the	  scepticism	  of	  Molinas	  and	  the	  doubt	  about	  the	  motives	  of	  the	  politicians,	  but	  according	  to	  what	  we	  have	  seen	  and	  the	  wide	  range	  policy	  action	  and	  implemented	  reforms,	  it	  would	  be	  inadequate	  to	  characterize	  politicians	  as	  ‘extractive’,	  the	  way	  Molinas	  does.	  While	  Royo	  might	  be	  right	  in	  arguing	  that	  there	  have	  been	  signs	  of	  lacking	  consensus	  between	  PSOE	  and	  PP,	  this	  is	  not	  overly	  surprising	  in	  a	  bipartisan	  political	  system.	  On	  the	  other	  hand,	  the	  policy	  measures	  adopted	  by	  the	  governments	  during	  the	  crisis	  indicates	  the	  opposite	  and	  a	  rather	  high	  degree	  of	  consensus	  and	  similarity.	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  190	  Royo	  (2013)	  p.	  104	  
	  78	  
4.6	  Signs	  of	  hope	  but	  persisting	  problems	  to	  address	  While	  having	  treated	  the	  development	  of	  the	  crisis	  in	  Spain	  until	  the	  summer	  of	  2012,	  in	  the	  following	  we	  will	  address	  the	  latest	  development	  of	  the	  crisis	  and	  the	  reform	  agenda	  of	  the	  PP	  government.	  	  
4.6.1	  Problems	  of	  implementation	  and	  high	  unemployment	  After	  an	  eventful	  beginning	  for	  the	  government	  in	  2012	  including	  market	  tensions,	  a	  banking	  rescue	  plan	  and	  a	  labour	  market	  reform,	  a	  new	  report	  on	  the	  situation	  in	  Spain	  was	  published	  by	  the	  IMF	  in	  July	  2012191.	  Even	  though	  affirming	  that	  there	  were	  still	  various	  problems	  to	  be	  addressed	  such	  as	  the	  stabilization	  of	  the	  economy,	  restoring	  confidence,	  attending	  the	  high	  unemployment	  rates	  and	  the	  implementation	  of	  newly	  introduced	  reforms,	  it	  also	  acknowledged	  the	  initiatives	  recently	  taken	  by	  the	  government.	  Hence	  it	  praised	  the	  labour	  market	  reform	  adopted,	  the	  measures	  to	  cope	  with	  the	  problems	  in	  the	  financial	  sector	  and	  the	  control	  and	  restrictions	  on	  regional	  government	  budgets,	  but	  especially	  it	  emphasized	  the	  crucial	  need	  for	  thorough	  implementation	  of	  all	  these	  new	  initiatives192.	  As	  we	  have	  seen	  in	  the	  previous	  a	  consistent	  problem	  for	  both	  the	  governments	  of	  Zapatero	  and	  Rajoy	  had	  been	  to	  calm	  the	  market	  and	  to	  create	  confidence	  in	  the	  Spanish	  economy.	  One	  of	  the	  reasons	  for	  the	  uncertainty	  and	  lack	  of	  confidence	  was	  that	  the	  process	  of	  reform	  implementation	  had	  been	  unsatisfying	  and	  that	  the	  deficit	  targets	  had	  not	  been	  met.	  Thus	  the	  report	  of	  the	  IMF	  stressed	  the	  crucial	  need	  for	  Spain	  to	  deliver	  on	  both	  the	  fiscal	  consolidation	  and	  on	  the	  implementation	  of	  reforms	  and	  policy	  measures.	  	  According	  to	  the	  previous,	  we	  can	  confirm	  that	  the	  government	  and	  the	  politicians	  to	  a	  great	  extend	  have	  lived	  up	  to	  the	  expectation	  of	  widespread	  reforms	  and	  have	  introduced	  measures	  intended	  to	  pull	  the	  country	  out	  of	  the	  crisis	  in	  the	  long	  run.	  Molinas	  would	  possibly	  argue	  that	  the	  inefficient	  implementation	  process	  is	  a	  result	  of	  an	  extractive	  Spanish	  political	  elite	  that	  is	  reluctant	  to	  change.	  However,	  a	  more	  convincing	  explanation	  might	  be	  that	  the	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implementation	  of	  such	  profound	  and	  comprehensive	  reforms	  is	  a	  challenging	  assignment	  that	  takes	  time	  and	  that	  the	  effects	  will	  emerge	  in	  the	  long	  run.	  	  During	  the	  autumn	  of	  2012	  the	  situation	  did	  not	  change	  much	  for	  the	  better.	  Speculation	  on	  the	  need	  for	  a	  Spanish	  bailout	  was	  still	  a	  hot	  topic	  and	  restoration	  of	  the	  confidence	  had	  not	  yet	  been	  obtained	  resulting	  in	  continuing	  rocket	  high	  borrowing	  costs.	  As	  it	  appears	  from	  the	  data	  of	  Trading	  Economics,	  the	  yield	  on	  10-­‐year	  government	  bonds	  reached	  7	  percent	  during	  the	  summer	  of	  2012	  while	  only	  decreasing	  slightly	  towards	  the	  end	  of	  the	  year193.	  Furthermore	  worries	  persisted	  about	  the	  ability	  of	  the	  central	  governments	  to	  control	  the	  regions	  and	  to	  handle	  the	  task	  of	  restructuring	  the	  banking	  sector.	  Also	  doubts	  about	  the	  governments	  ability	  to	  meet	  the	  deficit	  target	  of	  6,3	  percent	  of	  GDP	  was	  an	  issue	  and	  the	  decline	  of	  the	  popularity	  of	  the	  government	  was	  illustrated	  by	  protests	  against	  the	  high	  unemployment	  rates	  and	  emerging	  independence	  protest	  in	  Catalonia194.	  	  All	  along	  the	  crisis	  we	  have	  seen	  that	  changing	  borrowing	  costs	  and	  yields	  on	  treasury	  bonds	  have	  been	  a	  constant	  issue	  of	  uncertainty.	  Thus	  it	  is	  also	  worth	  noticing	  that	  this	  might	  have	  had	  great	  impact	  on	  the	  ability	  of	  the	  governments	  to	  reach	  their	  budget	  targets.	  	  In	  May	  2013	  the	  EU	  Commission	  published	  another	  report	  on	  the	  development	  of	  the	  Spanish	  national	  reforms	  program195.	  While	  the	  Spanish	  government	  in	  April	  presented	  an	  update	  on	  the	  national	  reform	  agenda,	  demonstrating	  various	  signs	  of	  progress	  and	  further	  commitment	  to	  reforms,	  the	  EU	  Commission	  did	  not	  seem	  to	  share	  the	  same	  degree	  of	  optimism196.	  The	  Spanish	  government’s	  presentation	  of	  the	  reforms	  agenda	  emphasized	  for	  instance	  the	  reduction	  of	  the	  public	  deficit,	  the	  gradual	  recovery	  of	  trust	  and	  credibility	  and	  the	  process	  of	  recapitalizing	  the	  financial	  sector.	  On	  the	  other	  hand	  the	  report	  from	  the	  EU	  Commission	  focused	  on	  the	  continuing	  high	  rates	  of	  unemployment	  and	  stressed	  that,	  “Despite	  the	  first	  notable	  effects	  of	  the	  2012	  labour	  market	  reform,	  there	  are	  
still	  very	  high	  levels	  of	  temporary	  employment.	  The	  implementation	  of	  further	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reforms	  to	  help	  the	  unemployed	  back	  to	  work	  has	  lagged	  behind”197.	  Clearly	  the	  assignment	  of	  creating	  jobs	  had	  still	  not	  been	  solved	  successfully	  and	  according	  to	  the	  data	  from	  Eurostat	  the	  unemployment	  rate	  had	  stabilized	  at	  around	  26	  percent,	  while	  the	  youth	  unemployment	  rate	  had	  reached	  alarming	  55	  percent198.	  The	  EU	  Commission	  report	  mentions,	  for	  instance,	  that	  the	  reform	  of	  public	  employment	  services	  (PES)	  had	  not	  yet	  been	  fully	  implemented.	  The	  reform	  was	  intended	  to	  enhance	  cooperation	  between	  PES	  and	  private	  placement	  agencies	  by	  developing	  a	  new	  regulatory	  framework.	  According	  to	  the	  Commission	  report	  though,	  “the	  work	  of	  these	  private	  employment	  agencies	  might	  
start	  only	  in	  late	  2013	  after	  the	  adoption	  of	  the	  legal	  framework	  and	  the	  respective	  
agreements	  between	  the	  national	  PES	  and	  the	  employment	  services	  of	  the	  
regions”199.	  	  The	  national	  reform	  program	  also	  included	  a	  stability	  program,	  a	  plan	  comprising	  the	  establishment	  of	  an	  independent	  fiscal	  council	  and	  other	  measures	  to	  correct	  the	  deficit	  by	  2016.	  According	  to	  the	  EU	  Commission	  this	  was	  seen	  to	  confirm	  “the	  authorities’	  commitment	  to	  advancing	  with	  fiscal	  
consolidation	  over	  the	  medium-­‐term”200.	  With	  regards	  to	  Molinas,	  the	  general	  assessment	  of	  the	  report	  of	  the	  EU	  Commission	  shows	  that	  progress	  has	  been	  made	  in	  Spain	  and	  that	  the	  government	  have	  delivered	  a	  rather	  convincing	  plan	  on	  how	  to	  address	  the	  structural	  problems	  in	  the	  country.	  This	  being	  said	  the	  report	  also	  firmly	  states	  that	  the	  implementation	  of	  earlier	  reforms	  has	  been	  delayed,	  which	  explains	  why	  major	  effects	  have	  so	  far	  been	  absent.	  	  This	  brings	  us	  to	  the	  discussion	  on	  what	  the	  possible	  causes	  to	  this	  continuing	  delay	  of	  the	  implementation	  process	  could	  be.	  In	  the	  previous	  sections	  we	  have	  witnessed	  Hopkin,	  Royo	  and	  international	  institutions	  emphasize	  the	  problems	  of	  implementation.	  We	  have	  also	  outlined	  reform	  initiatives	  from	  the	  government	  aimed	  at	  making	  the	  coordination	  and	  the	  public	  administration	  more	  efficient	  but	  the	  problem	  of	  implementation	  still	  seems	  to	  be	  an	  issue	  on	  many	  reform	  accounts.	  With	  the	  arguments	  of	  path	  dependence	  in	  mind	  the	  historic	  development	  of	  the	  institutional	  framework	  in	  Spain	  might	  be	  one	  of	  the	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  198	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  (December	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  Euro	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reasons	  why	  we	  observe	  problems	  regarding	  the	  implementation	  of	  profound	  reforms.	  According	  to	  argument,	  the	  institutional	  legacy	  of	  a	  country	  affects	  the	  opportunities	  and	  the	  structures	  of	  the	  present	  system.	  While	  problems	  have	  been	  mentioned	  regarding	  inefficiency	  in	  the	  public	  administration	  and	  the	  bureaucracy	  in	  Spain,	  we	  might	  therefor	  have	  to	  go	  back	  in	  time	  to	  look	  for	  an	  explanation	  in	  the	  historic	  development	  of	  the	  current	  practices.	  Furthermore,	  as	  we	  have	  mentioned	  before,	  high	  unemployment	  rates	  is	  not	  a	  new	  phenomenon	  in	  Spain,	  which	  indicates	  that	  the	  structures	  of	  the	  labour	  market	  could	  be	  traced	  back	  to	  the	  transition	  period.	  While	  we	  will	  not	  delve	  thoroughly	  on	  the	  theories	  discussed	  in	  relation	  to	  Molinas	  earlier,	  a	  brief	  comment	  regarding	  the	  general	  functioning	  of	  the	  state	  apparatus	  and	  bureaucratic	  structures	  is	  relevant.	  One	  of	  the	  arguments	  in	  the	  intermediary	  case	  of	  Peter	  Evans	  concerning	  the	  bureaucracy	  in	  Brazil	  was	  that	  the	  country	  lacked	  internal	  organizational	  capacity,	  which	  made	  the	  state	  apparatus	  inefficient	  as	  a	  hole,	  however	  with	  few	  so-­‐called	  ‘pockets	  of	  efficiency’	  in	  the	  bureaucracy.	  While	  we	  have	  addressed	  the	  problems	  of	  coordination	  between	  the	  central	  government	  and	  the	  regions	  in	  Spain,	  the	  argument	  above	  might	  shed	  some	  light	  over	  the	  reasons	  to	  the	  difficulties	  of	  implementation.	  	  Interestingly	  some	  of	  these	  arguments	  can	  be	  recognized	  in	  Molinas’	  analysis	  of	  the	  situation	  but	  the	  important	  difference	  to	  notice	  here	  is	  that	  he	  argues	  that	  the	  historical	  development	  of	  these	  institutional	  and	  administrative	  structures	  have	  prompted	  an	  unhealthy	  environment	  where	  an	  extractive	  political	  elite	  have	  benefitted	  heavily	  from	  the	  structures	  at	  the	  expense	  of	  the	  Spanish	  population.	  	  	  While	  the	  implementation	  of	  reforms	  seemed	  to	  be	  a	  top	  priority	  in	  Spain,	  a	  new	  pension	  reform	  was	  also	  on	  the	  agenda	  towards	  the	  end	  of	  2013.	  As	  part	  of	  the	  structural	  reform	  agenda	  this	  was	  another	  attempt	  to	  enhance	  the	  sustainability	  of	  the	  system	  and	  address	  the	  expectations	  of	  demographic	  changes	  in	  the	  future201.	  With	  the	  reform,	  the	  pensions	  would	  no	  longer	  increase	  by	  following	  the	  inflation	  rate	  but	  instead	  it	  would	  be	  linked	  to	  life	  expectancy.	  The	  initiative	  was	  argued	  to	  save	  money	  for	  the	  state	  but	  the	  OECD	  expressed	  some	  concern	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  201	  Financial	  Times	  (30/12/2013);	  Debt-­‐laden	  Spain	  looks	  for	  savings	  with	  pensions	  overhaul	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stressing	  that,	  “While	  such	  a	  reform	  might	  deliver	  a	  fairer	  allocation	  of	  risks	  across	  
generations	  and	  provide	  a	  rationale	  for	  savings	  that	  voters	  find	  both	  credible	  and	  
reasonable,	  it	  also	  increases	  the	  uncertainty	  for	  future	  retirees	  regarding	  their	  
pension	  entitlements”202.	  Once	  again	  we	  could	  conceive	  this	  initiative	  as	  a	  commitment	  to	  continue	  the	  structural	  reform	  program	  and	  as	  an	  attempt	  from	  the	  governments	  side	  to	  enhance	  financial	  stability	  in	  Spain	  in	  the	  long	  term.	  In	  the	  autumn	  of	  2013	  figures	  showed	  that	  Spain	  had	  returned	  to	  growth,	  exports	  were	  rising	  and	  the	  current	  account	  deficit	  had	  been	  turned	  into	  surplus203.	  Hence,	  according	  to	  the	  EU	  commission	  forecast,	  in	  2013,	  the	  current	  account	  would	  be	  in	  surplus	  by	  1,1	  percent204.	  While	  GDP	  had	  contracted	  in	  2013,	  Spain	  had	  returned	  to	  growth	  in	  the	  second	  half	  of	  that	  year	  for	  the	  first	  time	  since	  the	  beginning	  of	  2011205.	  Meanwhile	  these	  encouraging	  numbers	  was	  a	  source	  of	  moderate	  optimism,	  the	  unemployment	  rate	  was	  still	  high	  and	  the	  EU	  Commission	  forecast	  did	  not	  foresee	  any	  major	  improvement	  in	  the	  following	  years.	  Thus	  is	  was	  expected	  that	  the	  unemployment	  rate	  would	  fall	  from	  26,6	  percent	  in	  2013	  to	  25,7	  percent	  in	  2014	  and	  to	  24,6	  percent	  in	  2015206.	  	  The	  slightly	  encouraging	  economic	  numbers	  indicate	  that	  reforms	  have	  worked	  to	  some	  extend	  but	  on	  the	  other	  hand,	  the	  unemployment	  rates	  seem	  to	  imply	  the	  contrary.	  	  
4.6.2	  Corruption	  and	  public	  opinion	  The	  high	  rates	  of	  unemployment,	  especially	  among	  the	  younger	  generation	  have	  throughout	  the	  crisis	  been	  a	  source	  of	  criticism	  towards	  the	  government	  but	  another	  problem,	  regarding	  corruption,	  did	  also	  have	  an	  important	  influence	  on	  how	  the	  Spanish	  people	  perceived	  the	  politicians.	  During	  2013	  corruption	  scandals	  emerged	  within	  the	  Partido	  Popular	  and	  the	  former	  treasurer	  of	  the	  party,	  Luis	  Bárcenas,	  admitted	  having	  channelled	  money	  from	  the	  construction	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  recovery	  204	  EU	  Commission	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business	  into	  the	  pockets	  of	  prominent	  figures	  of	  the	  party207.	  Further	  accusations	  of	  having	  transferred	  public	  money	  into	  tax	  heavens	  followed	  and	  since	  then	  various	  politicians	  have	  been	  targets	  of	  investigations,	  including	  Prime	  Minister	  Rajoy.	  While	  the	  scandals	  did	  not	  lead	  to	  the	  resignation	  of	  Rajoy,	  the	  government	  faced	  various	  protests	  from	  the	  Spaniards	  in	  the	  aftermath	  of	  the	  conviction	  of	  Bárcenas.	  	  In	  an	  interview	  with	  Fernando	  Jiménez,	  professor	  and	  expert	  in	  corruption,	  carried	  out	  by	  The	  Foreign	  Report,	  it	  is	  stressed	  that	  “much	  of	  the	  country’s	  
corruption	  stemmed	  from	  the	  town	  planning	  during	  the	  housing	  boom	  of	  the	  last	  
decade”	  but	  that	  “today,	  however,	  many	  of	  the	  investigations	  are	  related	  to	  illegal	  
funding	  in	  public	  administrations	  and	  political	  parties,	  or	  irregularities	  in	  the	  
awarding	  of	  public	  contracts”208.	  In	  the	  article	  it	  is	  affirmed	  that	  around	  300	  politicians	  including	  regional	  presidents	  and	  senior	  ministers	  were	  supposedly	  involved	  in	  scandals.	  While	  we	  have	  seen	  that	  the	  scandals	  produced	  widespread	  protests	  in	  Spain,	  according	  to	  Jiménez,	  the	  combination	  of	  an	  economic	  crisis	  bringing	  about	  for	  instance	  severe	  cuts	  in	  public	  service,	  and	  corruption	  scandals,	  is	  rather	  unfortunate	  and	  could	  possibly	  harm	  the	  country	  in	  many	  ways.	  Moreover,	  in	  Jiménez’	  opinion,	  public	  administration	  should	  be	  depoliticized	  and	  much	  more	  transparent	  and	  he	  states,	  as	  an	  example,	  that	  there	  is	  no	  control	  regarding	  the	  mechanisms	  of	  party	  funding209.	  	  The	  issue	  of	  corruption	  and	  the	  scandals	  in	  Spain	  is	  also	  illustrated	  in	  the	  annual	  report	  on	  corruption	  from	  Transparency	  International.	  Thus	  in	  the	  Corruption	  Perceptions	  Index	  2013,	  Spain	  ranks	  40th	  with	  a	  score	  of	  59	  out	  of	  100	  points,	  which	  is	  a	  fall	  from	  65	  point	  and	  a	  position	  as	  30th	  in	  2012210.	  	  The	  findings	  above	  indicate	  that	  Molinas	  to	  some	  extent	  is	  right	  when	  proclaiming	  the	  problem	  of	  an	  extractive	  political	  elite.	  However,	  while	  the	  problems	  of	  corruption	  seem	  to	  confirm	  that	  some	  politicians	  have	  acted	  in	  an	  extractive	  manner	  and	  have	  exploited	  the	  system,	  we	  have	  also	  seen	  attempts	  to	  correct	  some	  of	  these	  flaws.	  But	  as	  we	  remember	  Molinas	  also	  argues	  that	  the	  extractive	  motives	  of	  the	  politicians	  are	  illustrated	  by	  their	  reluctance	  to	  change	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and	  to	  deliver	  a	  long-­‐term	  plan,	  and	  this	  allegation	  still	  does	  not	  seem	  to	  have	  much	  credibility.	  As	  a	  response	  to	  the	  problems	  of	  corruption	  in	  December	  2013	  the	  government	  presented	  a	  proposal	  of	  an	  anti	  corruption	  law	  to	  enhance	  control	  of	  the	  financial	  activities	  of	  the	  parties211.	  This	  new	  law	  would	  imply	  tight	  restrictions	  on	  party	  donations	  and	  extend	  control	  and	  transparency	  of	  senior	  officials	  in	  public	  administration.	  Furthermore,	  a	  reform	  of	  public	  administration	  services	  had	  been	  carried	  out	  in	  June	  2013	  with	  the	  aim	  of	  enhancing	  efficiency,	  reliability	  and	  transparency212.	  A	  recently	  published	  report	  from	  the	  OECD	  on	  public	  administration	  reforms	  in	  Spain	  praised	  the	  efforts	  made	  on	  the	  area	  but	  also	  highlighted	  the	  crucial	  need	  for	  continuing	  effort	  to	  restore	  public	  trust	  and	  that	  efficiency	  in	  public	  administration	  would	  provide	  the	  foundation	  for	  the	  implementation	  of	  other	  reforms213.	  	  
4.7	  Evaluating	  the	  performance	  of	  the	  politicians	  in	  the	  crisis	  In	  the	  subsequent	  section	  we	  will	  summarize	  the	  findings	  made	  above	  and	  hence	  seek	  to	  provide	  a	  comprehensive	  assessment	  of	  the	  performance	  and	  the	  role	  attributed	  to	  politicians	  during	  the	  crisis	  in	  relation	  to	  the	  theory	  of	  Cesár	  Molinas.	  As	  we	  have	  seen,	  our	  findings	  when	  analysing	  and	  discussing	  different	  contributions	  do	  not	  seem	  to	  be	  overly	  in	  accordance	  with	  the	  perception	  of	  Molinas,	  even	  though	  some	  examples	  of	  extractive	  behaviour	  from	  politicians	  have	  been	  identified.	  	  First	  of	  all	  the	  evidence	  and	  the	  record	  of	  reforms	  introduced	  during	  the	  crisis	  indicates	  that	  the	  politicians	  do	  have	  a	  diagnosis	  or	  plan	  on	  how	  to	  handle	  the	  crisis.	  To	  be	  sure,	  reforms	  of	  the	  labour	  market,	  the	  pension	  system,	  the	  public	  administration	  and	  the	  financial	  sector	  have	  all	  been	  carried	  out	  in	  accordance	  with	  prescriptions	  and	  recommendations	  from	  the	  international	  institutions.	  Furthermore	  we	  have	  seen	  cuts	  and	  austerity	  measures	  being	  continuingly	  applied	  in	  attempts	  to	  stabilize	  and	  consolidate	  the	  economy	  after	  the	  shocking	  effects	  of	  the	  financial	  crisis.	  While	  Molinas	  claims	  that	  the	  politicians	  have	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exclusively	  adopted	  austerity	  measures	  without	  any	  long-­‐term	  perspective,	  this	  critique	  is	  not	  justified	  according	  to	  what	  we	  have	  witnessed	  in	  the	  previous.	  	  	  Even	  though	  the	  reform	  program	  has	  been	  wide	  reaching	  and	  ambitious	  in	  scope,	  as	  we	  have	  noticed,	  problems	  regarding	  the	  implementation	  and	  lacking	  results	  have	  also	  been	  detected.	  One	  of	  the	  causes	  to	  the	  difficulty	  of	  implementation	  is	  perceived	  to	  be	  the	  lack	  of	  cooperation	  between	  the	  central	  government	  and	  the	  regional	  administrations.	  Furthermore,	  inefficiency	  have	  been	  mentioned	  in	  this	  regard	  and	  we	  have	  argued	  that	  it	  seems	  adequate	  to	  apply	  a	  historical	  perspective	  on	  the	  case	  in	  order	  fully	  to	  understand	  the	  structural	  troubles	  of	  the	  implementation	  process	  in	  Spain.	  Hence	  path	  dependence	  is	  relevant	  and	  some	  of	  the	  rigidities	  of	  the	  statist	  political	  institutions	  of	  Franco’s	  regime	  have	  possibly	  been	  inherited	  during	  the	  transition	  and	  the	  decentralization	  process.	  The	  embeddedness	  of	  these	  rigid	  structures	  could	  very	  well	  have	  harmed	  the	  implementation	  process	  of	  reforms	  on	  areas	  such	  as	  the	  labour	  market	  and	  public	  administration.	  Another	  more	  straight	  forward	  explanation	  to	  the	  implementation	  problems	  is	  that	  the	  comprehensive	  nature	  and	  wide	  reaching	  scope	  of	  many	  reforms	  have	  meant	  that	  they	  take	  a	  long	  time	  to	  implement,	  which	  somehow	  clarifies	  why	  the	  anticipated	  results	  have	  not	  yet	  been	  seen	  on	  some	  parameters.	  Rising	  unemployment	  has	  been	  one	  of	  the	  gravest	  effects	  of	  the	  crisis,	  a	  problem,	  which	  have	  proved	  difficult	  to	  solve	  in	  the	  short	  run.	  Hence	  the	  unemployment	  rate	  has	  been	  rising	  ever	  since	  the	  beginning	  of	  the	  crisis,	  where	  the	  youth	  unemployment	  rate	  has	  reached	  levels	  above	  50	  percent.	  Only	  a	  slightly	  decrease	  is	  expected	  in	  2014.	  	  
Unemployment	  in	  Spain	  (2007-­‐2014)	  Year	   2007	   2008	   2009	   2010	   2011	   2012	   2013	   2014	  
Unemployment	  (%)	   8,3	   11,3	   18	   20,1	   21,7	   25	   26,4	   25,7	  
Source:	  Eurostat	  and	  the	  EU	  Commission	  forecast	  2014214	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  With	  regards	  to	  job	  creation	  and	  the	  assignment	  of	  decreasing	  the	  unemployment	  rates	  it	  can	  evidently	  be	  argued	  that	  the	  politicians	  have	  not	  been	  overly	  successful.	  Though,	  as	  we	  have	  emphasized	  previously,	  far-­‐reaching	  reforms	  of	  the	  labour	  market	  have	  been	  carried	  out	  to	  enhance	  competitiveness,	  flexibility	  and	  accessibility,	  and	  the	  results	  of	  this	  might	  show	  in	  the	  long	  term.	  	  However,	  as	  an	  example	  of	  successful	  reform	  implementation,	  the	  restructuring	  and	  stability	  program	  of	  the	  financial	  sector	  can	  be	  mentioned.	  Hence,	  in	  the	  beginning	  of	  2014	  Spain	  formally	  concluded	  the	  EU	  funded	  bank	  bailout	  program215.	  The	  final	  progress	  report	  from	  the	  IMF	  stated	  that	  all	  the	  measures	  outlined	  in	  the	  financial	  reform,	  including	  recapitalization,	  enhanced	  regulation,	  transparency	  and	  restructuring	  through	  the	  FROB	  (Fund	  for	  Orderly	  Bank	  Restructuring)	  had	  been	  completed216.	  The	  financial	  reform	  program,	  which	  had	  been	  initiated	  in	  during	  the	  summer	  of	  2012,	  was	  seen	  as	  a	  major	  step	  towards	  regaining	  credibility	  of	  the	  financial	  sector	  in	  the	  country.	  Furthermore	  this	  example	  of	  a	  positive	  implementation	  process	  indicates	  that	  the	  politicians	  have	  been	  able	  to	  develop	  a	  plan	  and	  more	  importantly,	  that	  they	  have	  been	  able	  to	  put	  it	  into	  practice.	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5.	  Conclusion	  In	  the	  following	  I	  will	  present	  and	  summarize	  the	  conclusions	  of	  my	  thesis	  in	  order	  to	  provide	  an	  answer	  to	  my	  research	  question;	  
Can	  the	  idea	  of	  a	  dysfunctional,	  extractive	  political	  class	  explain	  the	  crisis	  in	  Spain	  
or	  does	  the	  situation	  merely	  reflect	  a	  temporary	  economic	  crisis	  and	  a	  plain	  
recession?	  As	  we	  have	  seen,	  my	  research	  question	  implicitly	  refers	  to	  the	  theory	  of	  César	  Molinas	  about	  the	  role	  of	  the	  politicians	  in	  the	  crisis	  and	  their	  extractive	  nature.	  In	  sum,	  we	  have	  witnessed	  Molinas	  arguing	  that	  the	  crisis	  in	  Spain	  can	  be	  explained	  by	  the	  political	  structures	  in	  the	  country	  and	  by	  an	  extractive	  political	  elite,	  unwilling	  to	  adopt	  the	  necessary	  reforms	  and	  policy	  measures	  to	  pull	  Spain	  out	  of	  the	  crisis.	  Thus,	  he	  claims	  that	  the	  politicians	  are	  reluctant	  to	  reform	  the	  current	  system	  because	  it	  would	  imply	  changing	  the	  current	  system	  of	  rent	  capturing,	  a	  system	  that	  the	  politicians,	  according	  to	  Molinas,	  have	  benefitted	  from	  for	  many	  year.	  In	  other	  words	  Molinas	  argues	  that	  this	  is	  the	  reason	  why	  we	  have	  not	  seen	  the	  politicians	  come	  up	  with	  any	  comprehensive	  long-­‐term	  plan	  or	  strategy	  on	  how	  to	  escape	  the	  crisis.	  	  Having	  described	  Molinas’	  interpretation	  of	  the	  crisis	  and	  the	  theoretical	  background	  for	  the	  analysis,	  we	  discussed	  his	  perspectives	  in	  relation	  to	  other	  theoretical	  approaches	  within	  political	  science	  in	  order	  to	  create	  a	  better	  understand	  of	  the	  origins	  of	  the	  most	  important	  features	  and	  concepts	  presented	  in	  the	  theory.	  In	  doing	  so	  we	  found	  that	  many	  perspectives	  and	  aspects	  identified	  in	  Molinas	  theory	  could	  be	  related	  to	  other	  approaches	  and	  theories	  such	  as	  rational	  choice,	  principal-­‐agent	  theory,	  state	  development,	  path	  dependence,	  clientelism	  and	  political	  patronage.	  	  In	  the	  first	  part	  of	  the	  analysis	  we	  primarily	  investigated	  the	  causes	  to	  the	  crisis	  and	  the	  characteristics	  of	  the	  Spanish	  economic	  model.	  Here	  we	  identified	  structural	  economic	  issues	  regarding	  the	  labour	  market	  and	  the	  financial	  sector,	  and	  considered	  how	  the	  pre-­‐crisis	  years	  of	  economic	  prosperity	  could	  suddenly	  turn	  into	  an	  economic	  crisis	  illustrated	  by	  high	  rates	  of	  unemployment	  and	  increasing	  public	  debt.	  We	  found	  that	  the	  rigidities	  of	  the	  labour	  market	  and	  the	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composition	  of	  the	  labour	  force	  were	  decisive	  in	  explaining	  the	  crisis	  and	  that	  institutional	  legacy	  and	  the	  development	  of	  the	  economic	  model	  in	  Spain	  were	  significant	  factors	  to	  be	  considered	  in	  order	  to	  understand	  the	  emergence	  of	  the	  crisis	  in	  Spain.	  Hence,	  in	  contradiction	  to	  idea	  that	  the	  crisis	  emerged	  because	  of	  a	  historic	  development	  of	  a	  dysfunctional,	  extractive	  political	  elite	  and	  an	  unhealthy	  political	  environment,	  the	  analysis	  suggested	  that	  the	  crisis	  should	  rather	  be	  understood	  in	  the	  light	  of	  path	  dependence	  and	  the	  historic	  development	  of	  an	  unsustainable	  economic	  model.	  	  Having	  discussed	  and	  identified	  causes	  of	  domestic	  character	  related	  to	  the	  economic	  model	  in	  Spain	  we	  took	  a	  step	  backwards	  to	  observe	  the	  crisis	  in	  a	  broader	  European	  perspective	  and	  to	  discuss	  the	  impact	  of	  the	  EU	  in	  creating	  the	  crisis.	  Here	  we	  identified	  arguments	  stressing	  that	  institutional	  flaws	  of	  the	  EU	  and	  imbalances	  between	  the	  North	  and	  the	  South	  European	  countries	  could	  be	  considered	  as	  the	  core	  reasons	  to	  the	  economic	  crisis	  in	  the	  Southern	  European	  countries.	  Once	  again	  however,	  we	  also	  examined	  the	  significance	  of	  the	  Spanish	  economic	  model	  and	  considered	  how	  ‘embedded	  illiberalism’	  of	  the	  Spanish	  system	  has	  influenced	  the	  country’s	  ability	  to	  meet	  the	  demands	  of	  the	  EU	  regarding	  structural	  reforms.	  Furthermore	  we	  discussed	  the	  contradictory	  assertions	  of	  recognizing	  and	  praising	  the	  Spanish	  commitment	  to	  reforms	  and	  liberalization	  in	  the	  years	  leading	  up	  to	  the	  crisis,	  while	  emphasizing	  and	  characterizing	  the	  Spanish	  system	  as	  statist	  and	  administratively	  heavy	  when	  the	  crisis	  hit.	  To	  some	  extent	  this	  change	  of	  opinion	  can	  be	  seen	  to	  reflect	  how	  the	  global	  financial	  crisis	  have	  influenced	  our	  understanding	  of	  economics	  and	  society	  in	  general.	  	  Having	  discussed	  perspectives	  on	  the	  possible	  causes	  to	  the	  crisis	  in	  Spain	  we	  turned	  to	  look	  at	  development	  of	  the	  crisis	  in	  order	  to	  grasp	  the	  role	  of	  the	  politicians	  and	  the	  governments	  and	  their	  reform	  agendas	  and	  policy	  initiatives.	  	  In	  sum,	  the	  findings	  of	  the	  analysis	  make	  it	  reasonable	  to	  challenge	  or	  even	  reject	  the	  Molinas’	  theory	  of	  the	  political	  class	  in	  Spain	  in	  many	  ways.	  Accordingly,	  we	  showed	  that	  the	  politicians	  have	  introduced	  numerous	  reforms	  and	  policy	  measures	  to	  cope	  with	  the	  crisis	  demonstrating	  a	  high	  degree	  of	  willingness	  to	  adapt	  to	  the	  changing	  circumstances	  of	  the	  crisis.	  As	  an	  example,	  we	  witnessed	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the	  successful	  implementation	  of	  the	  reform	  of	  the	  financial	  sector.	  Moreover	  many	  of	  the	  reforms	  carried	  out	  are	  profound	  and	  long-­‐term	  oriented,	  which	  shows	  commitment	  from	  the	  politicians	  to	  make	  changes	  that	  will	  benefit	  the	  country	  in	  the	  long	  run.	  Even	  though	  corruption	  scandal	  and	  implementation	  problems	  have	  emerged,	  based	  on	  the	  previous	  arguments,	  this	  does	  not	  give	  reason	  to	  confirm	  the	  assessment	  of	  Molinas,	  arguing	  that	  the	  political	  class	  in	  Spain	  is	  extractive	  by	  nature.	  The	  problems	  of	  implementation	  should	  be	  seen	  in	  the	  light	  of	  the	  depth	  and	  comprehensive	  nature	  of	  the	  reforms,	  and	  the	  institutional	  and	  structural	  complexity	  of	  the	  Spanish	  system.	  Furthermore,	  Molinas	  claims	  that	  the	  politicians	  are	  desperate	  to	  maintain	  what	  he	  calls	  the	  ‘system	  of	  rent-­‐capturing’,	  but	  again	  this	  does	  not	  seem	  be	  a	  genuine	  observation	  due	  to	  the	  comprehensive	  reforms	  and	  commitment	  to	  change	  from	  the	  politicians	  that	  we	  have	  observed	  throughout	  the	  analysis.	  Another	  point	  to	  be	  made	  here	  is	  related	  to	  the	  predictions	  of	  the	  future	  by	  Molinas.	  He	  argues	  that	  the	  failure	  and	  reluctance	  of	  the	  politicians	  to	  take	  responsibility	  and	  to	  act,	  is	  likely	  to	  result	  in	  a	  Spanish	  exit	  from	  the	  EMU.	  Again,	  taking	  all	  the	  arguments	  made	  above	  into	  account	  and	  the	  somehow	  positive	  recent	  development	  in	  Spain,	  this	  does	  not	  seem	  like	  a	  probable	  future	  scenario.	  Hence,	  overall	  our	  research,	  test	  and	  analysis	  does	  not	  demonstrate	  convincing	  evidence	  for	  Molinas’	  hypotheses	  and	  propositions	  of	  a	  dysfunctional	  political	  class	  in	  Spain	  and	  does	  not	  give	  reason	  to	  regard	  the	  politicians’	  behaviour	  as	  the	  direct	  explanation	  to	  the	  crisis.	  We	  have	  showed	  that	  the	  politicians	  seem	  to	  have	  been	  reactive	  rather	  than	  extractive	  and	  that	  the	  crisis	  is	  likely	  to	  be	  temporary	  even	  though	  it	  might	  be	  many	  years	  before	  the	  crisis	  will	  be	  regarded	  as	  history.	  	  However,	  while	  the	  crisis	  has	  been	  argued	  to	  be	  mainly	  economic	  and	  structural	  in	  scope,	  we	  should	  not	  neglect	  that	  the	  crisis	  has	  also	  given	  rise	  to	  problems	  and	  discussion	  of	  political	  issues	  such	  as	  corruption,	  the	  functioning	  of	  the	  political	  decentralized	  system,	  public	  administration	  and	  bureaucracy.	  In	  the	  coming	  years	  the	  major	  issues	  and	  challenges	  in	  Spain	  will	  be	  to	  cope	  with	  the	  persisting	  problems	  of	  unemployment	  and	  to	  make	  sure	  that	  the	  implementation	  of	  reforms	  will	  be	  carried	  out	  accordingly.	  An	  important	  step	  in	  this	  process	  will	  be	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for	  the	  politicians	  to	  regain	  lost	  credibility,	  which	  will	  hopefully	  happen	  when	  the	  anticipated	  results	  of	  the	  far-­‐reaching	  reforms	  emerge.	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